


EDITORIAL 








Superannuation for the Self-employed 


Quite the most _ interesting 
feature of the recent British 
Budget, at any rate to oversea 
observers, was the decision that 
-relief for superannuation payments 
should be granted to the self-employed 
and the wunprovided-for employee. 
Those to benefit will be individuals or 
ners carrying on business or prac- 
ising a profession, controlling direc- 
fors of companies, and employees who 
e not entitled to any pension bene- 
from their employment. These 
people will be granted relief from in- 
ome tax and surtax in respect of pre- 
jums paid to secure retirement an- 
jities, up to an annual maximum of 
p00 or 10 per cent. of their earned 
comes. 


| This scheme carries into effect, with 
me modifications, the recommenda- 
fons of the second Millard Tucker 
pmmittee. Its passage into legislation 
presents a considerable victory for a 
limber of British professional organ- 
lations, which have struggled long 
imd hard to have the Millard Tucker 
posals implemented. In the result, 
§ legislation achieves a measure of 
igh justice (which is as much as 
m be expected) between those who 
ave previously had to provide for 
Meir retirement out of taxed earnings, 
i those whose retirement benefits 
fe wholly or partly provided by their 
iployers. 


Australian Accountant, June, 1956. 


As has been pointed out in these 
columns before, this whole problem has 
certainly not been restricted to the 
United Kingdom. In U.S.A., it is 
claimed that pension tax treatment is 
less favourable to the self-employed 
than to the employee. In Australia, 
the employee and the self-employed are 
each entitled to a deduction of up to 
£200 per annum for payments by way 
of life assurance premiums, superan- 
nuation contributions, and the like. 
But the employee is in the more favour- 
able position for, with his employer’s 
contributions added to his own, his 
yearly tax-free accumulations in a re- 
tirement fund can amount to consider- 
ably more than £200. 

It was recorded in the General Coun- 
cil’s last report to members of the Aus- 
tralian Society of Accountants that: 
In a communication signed by the Presidents 
of the Law Council of Australia, the British 
Medica! Association in Australia, the Royal 
Institute of Architects, the Institute of Char- 
tered Accountants in Australia and of this 
Society, joint representations were made to 
the Commonwealth Treasurer during the year 
on the question of superannuation for self- 
employed persons. The Government was 
asked to implement in Australia the recom- 
mendations of the Millard Tucker Commit- 
tee which were subsequently endorsed in the 
United Kingdom by the Royal Commission on 
Taxation of Profits and Income. . . . The 
Treasurer intimated that, although it would 
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not be in the best interests of the economy at 
the time to give tax reductions or concessions, 
the matter would be given further considera- 
tion when taxation measures were again 
under review. 

Perhaps the Treasurer will now con- 
sider the time more propitious for giv- 
ing effect to this request. Britain, like 
Australia, is menaced with inflation, 
and the main objective of the British 
Budget was to encourage saving. This 
is just what such a concession would 
do, as the Chancellor of the Exchequer 
made clear. The Economist (April 
21) summed it up by saying: 


Since they [the Chancellor’s proposals about 
pensions for the self-employed] are directly 
geared to saving, they enable the Chancellor 
to effect a marriage between fiscal justice 
and economic expediency—rare but happy 
bedfellows. 


It is to be assumed that the next 
Commonwealth Budget will also have 
the encouragement of saving as a major 
objective, and it may be hoped that 
one of the encouragements to be of- 
fered will be the introduction of a simi- 
lar scheme in Australia. Certainly any 
concession of this kind would be quite 
the reverse of inflationary. 





ANNUAL MEETING 


Society President’s Address 


At the annual meeting of members of 
the Australian Society of Accountants, 
held in Brisbane on 2 May, the adop- 
tion of the annual report was moved by 
the General President, Mr. G. E. Fitz- 
gerald, B.A., B.COM., F.A.S.A., who said: 


The annual report of your General 
Council for the year 1955 has been dis- 
tributed to all members of the Society 
and I know it has been read with in- 
terest by many of them. 


1955 was a year of consolidation. 
Several small institutes were absorbed 
into the Society and in addition mem- 
bership was increased by the admis- 
sion of many candidates who had com- 
pleted their examinations. Our mem- 
bership now exceeds 20,000, and 
the Society is the second largest organ- 
ised body of accountants in the world. 
But our strength lies not so much in 
numbers as in the quality of our mem- 
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bers and in their willingness to contri- 
bute towards the advancement of the 
profession by putting back into it some 
thing from their own experience. 


Although the year was one of con 
solidation, membership activities were 
not neglected for there was a large it- 
crease in the number and extent of ac- 
tivities in which members participated. 
Lectures, conventions, study and dis 
cussion groups were all well supported 
and several research committees wert 
active. It was a year of record activily 
and at many lectures the _ seating 
capacity was fully taxed. 


The report gives a summary of the 
work of General Council and _ the 
events which occurred during the year 
and I do not propose to elaborate on 
the items referred to. There are, how 
ever, some matters on which I propos 
to comment. 


The Australian Accountant, June, 196. 
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Accountancy education 


Your Council has maintained close 
contact with universities, technical col- 
ges and other institutions engaged in 
the teaching of accountancy and is al- 
ways ready to support any proposals 
directed towards improving the status 
of accountancy in those institutions. 
We are therefore pleased to note a re- 
cent decision of the Senate of the Uni- 
versity of Queensland to appoint a 
full-time lecturer in accountancy. 
This will mean that at all universities 
in Australia where accountancy is 
taught, some full-time staff will be 
awailable. Chairs of Accounting have 
been established in the University of 
Melbourne and the New South Wales 
University of Technology and an Asso- 
tate Professorship has been created 
in the University of Sydney; the Uni- 
versity of Adelaide has a Reader in 
Commercial Studies and the Univers- 
ity of Tasmania and Canberra Uni- 
versity College have full-time lec- 
turers. The next objective must be 
the introduction of accountancy into 
the University of Western Australia. 


Organisation of the profession 


It is with very great regret that 
I report one failure in our attempt 
further to consolidate the profession in 
Australia, resulting from the lack of 
interest and support from members of 
the Australasian Institute of Cost Ac- 
tountants for the proposed scheme of 
ifiliation with this Society. Over a 
period of more than two years a con- 
siderable amount of time was devoted 
by members of the executive commit- 
tees of both bodies to develop a scheme 
which, while preserving the identity of 
the Cost Institute, would have enabled 
the Society to make its contribution to 
developing the sétudy of cost account- 
ing without overlapping the work of 
any other body. The Society has a re- 
sponsibility to its members to cover the 
Whole field of accountancy throughout 
the whole of Australia. No body in 
this country is better equipped to de- 
velop the study of management ac- 
counting. Our lectures and conven- 
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tions have included many contributions 
in this field and it is our intention to 
extend these activities. At the extra- 
ordinary meeting of the Cost Institute 
70 per cent. of those present personally 
and by proxy voted in favour of the 
scheme. The necessary majority re- 
quired to amend the articles in order 
to implement the proposal was 75 per 
cent. It is not yet too late for the 
Institute to accept the scheme of af- 
filiation so that the developments we 
propose may proceed through the work 
of the Institute, and I sincerely trust 
that will be done. 


Government and local government 
accounting 


It is my considered opinion that the 
next field in which we should develop 
specialised services is in government 
and local government accounting. A 
number of our members occupy respon- 
sible positions in accountancy divi- 
sions of the public service, semi-gov- 
ernment and municipal institutions, 
and many others have aspirations in 
that direction. We could not only pro- 
vide a service for this section of our 
members but also render a national 
service by providing facilities for a 
post-graduate diploma of the Society 
in government and local government 
accounting. This matter will be con- 
sidered by the Education Committee 
during the current year. 


Finance 


Another matter to which I wish to 
direct attention is finance. The year 
just completed showed a small surplus 
of income over expenditure, equivalent 
to approximately 2s. per member. The 
budget for 1956 shows a deficiency, 
despite estimated increased income 
from more members. These figures 
are obtained after close attention to all 
items of expenditure and the exercise 
of rigid economies—in some instances 
too rigid. Despite the service that 
has been rendered to members there 
are many other things that should be 
done but which are neglected owing 
to lack of funds. You do not need to 
be told that the purchasing power of 
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the pound today is less than it was in 
1952 when the current subscriptions 
were fixed, and in the meantime the 
Society’s ‘activities and expenditures 
have increased. It is obvious there- 
fore that in 1957 subscriptions will be 
increased. A comparison of your 
Society’s subscription rate with those 
of other professional bodies is interest- 
ing. Our subscriptions, which include 
issues of The Australian Accountant 
to all members, are £2 12s. 6d. to 90 
per cent. of members and £3 13s. 6d. to 
the remaining 10 per cent. Subscrip- 
tions of English institutes range from 
£3 3s. to £11 11s. sterling, plus a 
separate subscription for the journal; 
other comparisons with local bodies 
are: Cost Institute, £3 3s. and £4 4s.; 
Secretaries Institute, £3 3s. and £4 4s.; 
Engineers £5 5s. and £7 7s.; Archi- 
tects, £6 6s. to £11 11s.; Chartered 
Accountants from £2 12s. 6d. for 
Associates-not-in-practice to £11 Ils. 
for Fellows. 


What of the future? 


In the last decade we have seen tre- 
mendous developments in this country. 
Developments in our industry and com- 
merce, in our financial institutions and 
in governmental and _ semi-govern- 
mental activities. These developments 
have been on a scale which were not 
visualised by even the most optimistic 
members of the community twenty 
years ago; they have placed great re- 
sponsibilities upon our profession and 
made demands on our knowledge; 


they have caused us to re-examine eur 
principles and our practices and have 
provided the spur for development in 
our techniques. 

Who can say what will be the extent 
of developments in the next twenty 
years, or what further demands will 
be made upon accounting? The pro. 
fession must continue to make a real 
contribution to the solution of prob. 
lems that will arise from continued de 
velopment and from the increasing 
complexities of modern business organ- 
isation. The Australian Society must 
always be in the vanguard and must 
provide its members with services to 
help them increase their technical 
knowledge and efficiency. 


Appreciation 

The great activity recorded in 1955 
would not have been possible without 
the active co-operation and support of 
a large number of people. All General 
and Divisional Councillors have served 
the Society well during the year. Other 
members also have rendered valuable 
service on committees, as _ research 
workers and in many other directions. 
Often this has been rendered at con 
siderable personal inconvenience, but 
it has always been rendered freely and 
cheerfully. The work of these people 
has been supported by efficient aé- 
ministration from the General and 
State Registrars and their staffs. To 
all of them I want to express my Sil- 
cere appreciation for their efforts, 
which have contributed so much to the 
development of the Society during the 
year. 
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of current events 








General Council of the Austra- 

lian Society of Accountants 

met in Brisbane at the begin- 

ning of May, and the annual 
general meeting of members was held 
at the same time. The Federal office- 
bearers of the Society were all re- 
edected. These are: President, Mr. G. 
E. Fitzgerald, B.A., B.COM., F.A.S.A.; 
Vice-Presidents, Messrs. O. H. Paton, 
PA.S.A., and J. G. Cooper, F.A.S.A.; Hon. 
Treasurer, Mr. R. F. Butt, F.A.s.A. The 
President’s address at the annual meet- 
ing is reported elsewhere in this issue. 
A full report of decisions taken at the 
General Council meetings will be pub- 
lished next month. 


Damages and income tax 

The case of British Transport Com- 
mission v. Gourley, [1955] 3 All E.R. 
1%, was reported in Current Tazation, 
February 1956. In that case the House 
of Lords decided by majority that in- 
cme tax must be taken into account 
in the assessment of damages for loss 
of earnings. 

The respondent, Mr. Gourley, had 
been injured in an accident for which 
the appellants admitted liability, and 
his consequent loss of earnings was 
wsessed at £37,720 before tax, or 
6,695 after tax. The question before 
the House was whether the former 
the latter sum was the appropriate 
mount to award as damages. It was 
tld (Lord Keith of Avonholm dis- 
enting) that the respondent was en- 
titled to damages that would compen- 
ste him for his loss of taxed earnings, 
7 £6,695 was the appropriate 


Before Gourley’s Case was decided, 

oritative opinion was that dam- 
“es for personal injury should be 
essed without regard to the income 
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tax that the plaintiff would have been 
liable to pay on his lost earnings. It 
seems that this view is now incorrect, 
and the rule in Gourley’s Case has pro- 
duced one remarkable result. In effect 
it authorises the party at fault to de- 
duct a notional amount of tax from 
the damages he is liable to pay, but he 
is not put under any obligation to 
account for this notional tax to the 
Revenue. This is a situation which 
one would expect to be anathema to 
the taxing authorities, especially as, 
in the present state of the law, tax 
is not payable on even the reduced 
amount of damages in the hands of 
the recipient. 


It remairs to be seen whether the 
effect on future awards of damages will 
be as great as the figures in Gourley’s 
Case suggest. Mr. Gourley was in a 
high tax bracket, and in the majority 
of cases it is not to be expected that 
tax will be anything like so significant 
a factor. One possible result of a 
general application of the new rule 
is a downward revision of third party 
insurance premiums; but perhaps that 
is altogether too much to hope for. 


Audit reports in U.S.A. 


It is almost mandatory for an Ame- 
rican auditor to observe the physical 
stock-take if he is to give an unquali- 
fied report on his client’s accounts. 
In 1939, the membership of the 
American Institute of Accountants 
approved the extension of auditing 
procedure to require observation of 
the physical count of trading stock, 
and confirmation of debtors’ balances 
by direct correspondence with the 
debtors. Both these procedures thus 
became established as an integral part 
of “generally accepted auditing pro- 
cedures”. The Institute has held that 
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they must be carried out whenever it 
is reasonable and practicable to do 
so and whenever the assets involved 
are significant in amount; otherwise 
the audit report should disclose the 
fact of their omission, and the auditor 
should express no opmion on the over- 
all fairness of the financial statements 
unless he has used alternative proced- 
ures to verify stocks and debtors. 


It has come to the notice of the 
American Institute’s Committee on 
Auditing Procedure that in some cases 
the auditor has mentioned in his re- 
port the omission of the standard pro- 
cedures, but it is not certain whether 
he has made satisfactory alternative 
checks before expressing an unquali- 
fied opinion in his report. The Com- 
mittee therefore recommends in its 
latest Bulletin (No. 26) that in such 
circumstances a positive statement as 
to the use of alternative procedures 
should be made, and it suggests the 
following: ; 

Our examination was made in accordance 
with generally accepted auditing standards, 
and accordingly included such tests of the 
accounting records and other auditing pro- 
cedures as we considered necessary in the 
circumstances; however it was not practic- 
able to confirm receivables (to observe the 
physical inventory taking), as to which we 
have satisfied ourselves by means of other 
auditing procedures. 


The Committee adds that it con- 
tinues to hold the opinion that alter- 
native procedures for verifying stocks 
and debtors will be satisfactory only 
in rare situations in which the recom- 
mended procedures are applicable. 


America’s economic problems 


Have you ever paused to consider 
just how much money there is in a 
billion dollars? This astronomical sum 
has become a convenient statistical 
unit for those who report on the U.S. 
economy. And now, for the first time, 
we have come across a reference to an 
even more fantastic figure—a trillion* 





*A trillion (in U.S.A. at any rate) is a 
million million. 
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dollars, which is the amount of stock- 
holder investment and debt that, 
according to an article in the March 
issue of Fortune, has been necessary 
to “finance” the U.S. economy of 1956, 
$36 billion of this sum has been lent 
to individuals to finance the purchase 
of consumer goods. 


This article, “The Coming Turn in 
Consumer Credit”, warns that the 
American consumer has now pretty 
well mortgaged his future income up 
to the hilt; and the question today is 
not so much whether the rate of growth 
in consumer credit will slow down, but 
when it will slow down and how—for 
slow down it must, say the authors, 
Gilbert Burck and Sanford Parker. 
For ten years, consumer short-term 
debt has been increasing on the aver- 
age by 20 per cent. per annum. This 
has given a tremendous impetus to the 
American economy, but it has created 
a serious problem for the future, in 
the authors’ opinion, because a de 
cline in the rate of debt increase may 
now cause an actual decrease in pro- 
duction. “When the binge tapers off, 
as taper off it must, so do sales, em- 
ployment and asset use, with their de- 
celeration intensified by debt repay- 
ment.” Just how serious this is likely 
to be will depend on how suddenly the 
change occurs (it could be so smooth 
as to be “virtually painless”) and on 
the state of other industries at the 
time. For instance, if the construc 
tion and capital goods industries were 
booming, the drop in output of cor 
sumption goods would be well cush- 
ioned; but if those industries were also 
in a decline, a general recession would 
be difficult to avoid. 


One positive conclusion that the 
authors reach is that “tightening credit 
terms just now . . . would be just what 
the economy doesn’t need.” This state 
ment makes an interesting contrast 
with views that have been widely ex 
pressed in Australia recently, and 
helps to underline the differences 1 
the problems at present facing 
respective economies of Australia and 
U.S.A. 


The Australian Accountant, June, 19. 
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Review of Ottawa 

Although there is strong pressure 
in some quarters in Australia for a 
revision of the Ottawa Agreement, 
which seems to give Australia little 
benefit in the United Kingdom mar- 
ket, the Agreement may well provide 
benefits for other Dominions. For 
example, the New Zealand meat ex- 
porters have pointed out that they 
enjoy two features of considerable 
importance. These are the right of 
New Zealand meat exports to enter the 
United Kingdom free from customs 
duties and the right to have quantita- 
tive restrictions placed on imports into 
the U.K. of meat from foreign coun- 
tries. 


Timber over the Tasman 

New Zealand’s timber industry is 
making rapid progress. Following the 
recent trade talks with Australia, it 
was expected that all New Zealand’s 
available surplus would be sold to 
Australia this year, N.Z. Forest Pro- 
ducts Ltd. claims to have earned the 
country £14 million by exports in its 
latest year, while producing goods for 
internal consumption which would 
have cost £4 million to import. Mean- 
while, Tasman Pulp & Paper is over- 
coming its initial production difficul- 
ties in making good-quality newsprint, 
and its pulp and sawmilling sections 
are developing satisfactorily. 


Hire purchase rules 

Some countries have imposed re- 
strictions on the terms under which 
hire purchase business may be done. 
Thus, in Sweden the maximum period 
for private cars is a year and t 
minimum cash deposit is 50 per cent. 
Television receivers must be paid for 
Within a year after an initial deposit 
of 35 per cent. An even shorter period 
of six months is imposed for purchase 
of bicycles with a cash deposit of 40 
ber cent. of the purchase price. 


Where the money goes 

_ The U.S, Federal Reserve System 

8 going to provide a regular analysis 
the flow of funds in various parts 

of the economy. The ten sectors to be 
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distinguished are: consumers, corpor- 
ate business, non-farm non-corporate 
business, farm business, federal gov- 
ernment, state and local governments, 
banking system, insurance, other insti- 
tutional investors, and the rest of the 
world. The analysis will show how 
each of these sectors spends and re- 
ceives funds for purchases and sales, 
its credit and capital inflows and out- 
flows, and variations in its money 
balances. The sources of funds used 
by each of the ten sectors are revealed, 
as well as the uses to which these funds 
are put in each sector. 


Back to orthodoxy 

Most countries have now resumed 
the use of high interest rates as a 
weapon against inflation. A world 
tendency for excessive spending has 
been met by a general raising of official 
interest rates, guch as those charged 
by central banks to rediscount securi- 
ties. In February, the Bank of Eng- 
land raised its rediscount rate from the 
44 per cent. level which had applied 
for a year, to 54 per cent. The tender 
rate for treasury bills also rose in 
U.K. In February, the Netherlands 
Bank raised its discount rate from 24 
per cent. to 3 per cent., and several 
other European countries took similar 
action during 1955. Canada, New 
Zealand and South Africa have also 
made similar moves, and in many 
countries higher interest rates have 
been supported by a variety of anti- 
inflationary steps, such as curbs on 
hire purchase business and tighter 
bank lending policies. 


U.S. business holds 


Although United States business 
tipsters began 1956 with caution, 
stating that the drop had come and 
the pace of 1955 could not possibly be 
maintained through 1956, latest figures 
show that the high level is being held 
in most sectors of the economy. The 
drop in car sales was only relative to 
an abnormally high 1955 figure, and 
March showed a gain from February. 
Housing starts are also high, and sur- 
veys suggest that business plans to 
spend even more on capital expansion 
during 1956 than it did in 1955. 
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Bank estimates TV market 


A.N.Z, Bank has published a book- 
let, The Market for Television in Aus- 
tralia, containing estimates of the num- 
ber of TV sets likely to be sold in Aus- 
tralia over the next ten years. It is 
based on a paper given to the Market 
Research Society of Victoria earlier 
this year, by Dr. H. Hughes and Mr. 
M. E. Joseph, both Fellows of the 
Royal Statistical Society. 

Use has been made of the available 
evidence on numbers of sets sold in 
U.S.A. and Canada over the ten years 
since TV began, together with some 
shrewd assessments of the impact of 
TV in Australia. While the sophisti- 
cated statistical techniques may be of 
interest only to mathematicians, the 
implications will be very significant to 
most of us. 

Among the interesting comments on 
quality of reception, the writers claim 
that “unsuppressed motor vehicles will 
probably cause the worst annoyance.” 
While motor vehicles may be fitted with 
suppressors, “suppressing _ electric 
trams and trains involves far greater 
problems, and it is doubtful whether 
it is practicable”. 

Perhaps the most significant esti- 
mates are those regarding the number 
of sets likely to be sold. This is ex- 
pressed in terms of “saturation”, that 
is the percentage of homes owning a 
set. The authors, expect saturation in 
Melbourne and Sydney to come close 
to 90 per cent. at the end of ten years. 
There would thus be over a million 
sets in Melbourne and Sydney com- 
bined by 1966, as well as some half- 
a-million in Adelaide, Brisbane, Perth, 
Hobart, Newcastle and Wollongong, 
which they expect to have TV by then. 


Charts provide an easy visual im- 
pression of the likely growth of set 
numbers, and may be expected to be- 
come reference points for the industry, 
for this is the first scientific assessment 
of the kind in Australia, Not least in- 
teresting are the authors’ comments 
on future technical developments and 
the probable effects of the new medium 
on old media of news and advertising. 
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Chartered Institute research appoint- 
ment 


Mr. K. N. Stonier, President of the 
Institute of Chartered Accountants in 
Australia, announced last month the 
appointment of Professor Mary 
Murphy of U.S.A. as Director of the 
Institute’s new research and service 
department. Professor Murphy, our 
first Fulbright visitor in Accounting, 
is well known to many Australians, 
and her return to this country will be 
generally welcomed. 


With singularly appropriate timing, 
Melbourne University Press announced 
at almost the same time the publication 
in book form of a selection of the 
papers delivered by Professor Murphy 
during her previous visit to Australia. 
These hitherto unpublished papers will 
now have added interest for Aus- 
tralian accountants, for they set out 
Professor Murphy’s impressions of the 
Australian accounting scene, viewed 
against the background of her inter- 
national experience. Entitled Account- 
ing: a Social Force in the Community, 
the book in appearance and format is 
of the high quality that we have 
learned to expect from Melbourne Uni- 
versity Press. It is priced at 30s. and 
is available from the University Press, 
from divisional offices of the Australian 
Society of Accountants, and from lead- 
ing booksellers. 



































Registration in Victoria 


Within the next several weeks, the 
Victorian Government is expected to 
bring down a Bill for registration of 











accountants. It is expected that the Pr 
legislation will provide for registration ie 
of both practising and non-practising Au 
accountants, and that membership of I 
a recognised organisation of account san 
ants will automatically entitle an at- the 
countant to be registered. Because of has 





the importance of this matter, an off- 
cial statement of the Society’s attitude 
on registration is published on pp. 251 
ff. of this issue. Full particulars o 
the legislation will be published in the 
journal as soon as they are available. 
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INCOME TAX AND 
THE WANDERING MINSTREL 


T was inevitable that the development 

of income tax legislation should lead 
to a degree of intrusion into the per- 
sonal affairs of the citizen that would 
have been unthinkable a few years ago. 
In a research lecture given in 1952, Mr. 
J. M. Greenwood quoted the views of a 
certain John Knyveton' who, when 
Pitt’s new tax was introduced at the 
turn of the eighteenth century, wrote 
this in his diary: 

It is now actually proposed to place a TAX 
ON INCOMES! ... It is a vile, jacobin, 
jumped-up-jack-in-office piece of impertinence 
—is a true Briton to have no privacy? Are 
the fruits of his labour and toil to be picked 
oer, farthing by farthing, by the pimply 
minions of bureaucracy? 

Times have certainly changed. Today 
in Australia we accept with resignation, 
if not always with equanimity, the right 
of the Taxation Commissioner and his 
officers “at all times” to “have full and 
free access to all buildings, places, 
books, documents and other papers for 
any of the purposes of this Act .. .”” 
As we are perhaps inclined to think of 
the U.K. tax code as being a good deal 
harsher than our own, it is interesting 
to observe that the British taxpayer 
has retained some of his personal liber- 
ties for longer than we have done in 
Australia. 


His house, for instance, is still sacro- 
sanct. No tax investigator may cross 
the threshold. Another survival, which 
has only just disappeared, has been 





1. From Man Midwife, Ernest Gray, ed., 
— in The Australian Accountant, 
t. 1952, p. 338. 


2 Income Tax and Social Services Contribu- 
tion Assessment Act, s. 263. 
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the right to withhold from the Inland 
Revenue information about fees paid 
for personal services. One of the main 
offenders in this respect has been the 
British Broadcasting Corporation. A 
government instrumentality itself, the 
B.B.C. has, with strange logic, pro- 
tected its artists against the tax- 
gatherer’s depredations by consistently 
refusing to disclose their names and 
their fees. Professional entertainers 
even earned a mention in the recent 
report of the Royal Commission on 
Taxation where they were described, 
in the customarily polite language of 
such reports, as “not always very 
businesslike.” 


But the writing is on the wall for 
those who have been taking advantage 
of this gap in the tax authorities’ 
powers. By a new amendment, the In- 
land Revenue is now empowered to call 
for a return of all payments in excess 
of £15 a year (whether made in the 
course of trade or not) for services by 
persons who are not employees. There 
seems to be no logical reason for the 
£15 minimum below which disclosure 
need not be made. (A similar mini- 
mum was set some years ago when the 
Inland Revenue was given power to 
require disclosure of bank interest.) 
It leaves a very small field where the 
evader can still operate with little risk 
of detection, and where apparently it 
is not worth while pursuing him. In 
time, this minimum will no doubt come 
to be regarded as a quaint survival of 
the old-fashioned philosophy that 
prompted such an indignant entry in 
John Knyveton’s diary just over a 
century-and-a-half ago. 





RECENT LEGAL DECISIONS 


Take-over offers 


In the excitement some months ago 
over the bitterly opposed take-over 
offer made by Waltons-Sears to the 
shareholders of Cox Bros., there was 
much talk about the fairness or other- 
wise of the documents circulated, and 
discussion has ensued both in the Fed- 
eral and State Parliaments as to the 
need for safeguarding the interests of 
shareholders in such cases, 


A similar dispute in England over 
the merger of the Union-Castle and 
Cian Line shipping companies, has 
reached the law reports as Government 
Stock etc. Co. v. Christopher, [1956] 
1 W.L.R. 237. 


In that case the proposal was that 
a new company should be formed and 
that it should acquire the issued capi- 
tal of both these companies, issuing its 
own shares in exchange. A circular 
was prepared and sent to the share- 
holders of both companies, when the 
plaintiff, a shareholder in Union- 
Castle, launched proceedings to pro- 
hibit the directors of that company 
from distributing further copies of 
that circular, and from registering 
transfers obtained as a result of the 
circulars already issued. 


The real reasons behind this move 
do not appear from the report, but 
the objections actually taken seem 
rather flimsy, except one, namely that 
this circular was a prospectus, and did 
not comply with the provisions of the 
[U.K.] Companies Act relating to pros- 
pectuses. 

The Act provides a working defini- 
tion of a prospectus which however 
goes round in a circle to some extent, 
for it states (in section 455 (1)) that 
“ ‘Prospectus’ means any prospectus, 
notice, circular, advertisement or other 
invitation, offering to the public for 
subscription or purchase any shares 
or debentures of a company.” The 
Acts of the Australian States are in 
the same terms. 


Taking this definition as governing 
the matter, the Court held that it did 
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not apply here for the reason, firstly 
that the offer was not made to the 
public but only to the shareholders of 
the two companies; and secondly that 
it did not involve an offer for the pur- 
chase or subscription of shares, as that 
applies only to a transaction in which 
shares are sold for cash. 


It may be questioned whether the 
Act was not intended to cover sales of 
shares for a consideration other than 
cash, such as land or machinery or 
stock, but the decision that the pros- 
pectus provisions do not apply to mer- 
gers and similar company reconstruc- 
tions seems sensible enough, and is 
what seems to have been the general 
opinion both here and in England. 


Informal bankruptcy notice 


By the Bankruptcy Act, s. 7 (1), it 
is provided that “no proceeding under 
this Act shall be invalidated by any 
formal defect or by any irregularity.” 
Now consider James v. Commissioner 
of Tazxation, [1956] A.L.R. 79, and 
break forth into sardonic laughter. 


Mr. James originally sued the Com- 
missioner, the Commonwealth and 
Qantas Airways and failed, the action 
being dismissed with costs which were 
finally fixed at £292 2s. 11d. 


The defendants then issued a bank- 
ruptcy notice, based on the debt thus 
created, calling on the debtor to pay 
to the Commissioner, the Common- 
wealth and Qantas, at the office of their 
agent, the Deputy Commonwealth 
Crown Solicitor, Brisbane, the amount 
of the debt, or to secure or compound 
for it to the satisfaction of their agent, 
the Deputy Crown Solicitor. 

On this bankruptcy notice his estate 
was sequestrated, but the High Court 
of Australia set aside the order on the 
grounds that Mr. James was entitled 
to pay his debt wherever he could find 
his creditors, and not only at the 
Crown Solicitor’s office, and was bound 
to secure or compound for it to their 
satisfaction, not only to the satisfac 
tion of their agent. 


The Australian Accountant, June, 1956- 
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The Court conceded that it had not 
been necessary for the notice to call 
on the debtor to pay his creditors “or 
one or some of them.” But it held the 
other errors were fatal. 


Exchange between Melbourne and Wel- 
lington 

The case of National Mutual v. 
Attorney-General of New Zealand 
which I discussed in October 1954 (24 
AA. 409) under the heading “Ex- 
change Problems Again” has now been 
affirmed by the Privy Council, [1956] 
2 W.L.R. 532. 

In that case, the New Zealand Gov- 
ernment, in 1926, borrowed from the 
plaintiff about half a million pounds, 
giving in exchange stock and deben- 
tures for so many “pounds sterling” 
payable in Melbourne “free of ex- 
change”. Interest on the debentures 
was also payable in Melbourne free of 
exchange. 

As the two currencies diverged the 
National Mutual insisted that it was 
entitled to be paid in New Zealand 
currency, but the matter was left in 
abeyance apparently by agreement 
until the principal fell due in 1951. 
These proceedings followed. 

The plaintiff stressed that this was 
a government borrowing and that nor- 
mally in such a case the borrower ex- 
pects and intends to pay in its own 
currency and the lender understands 
that that is so. It explained the “free 
of exchange” as meaning only that 
the New Zealand Government must pay 
bank charges in transmitting New 
Zealand money to Melbourne, 

Their Lordships accepted the doc- 
trine that a government normally in- 
tends to pay in its own currency but 
rejected the explanation of “free of 
exchange” as too far-fetched alto- 
gether. The parties had expressed an 
intention to pay and to receive Aus- 
tralian pounds in Melbourne, and the 
doctrine that a government pays in its 
own currency had been excluded by 
this agreement. 


Income of the bankrupt 
By the Bankruptcy Act, s. 60 (1), 
upon sequestration the property of the 
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bankrupt shall vest in the official re- 
ceiver, and by s. 91, the property of 
the bankrupt divisible among his cred- 
itors shall include all property which 
belongs to or is vested in the bank- 
rupt at the commencement of bank- 
ruptcy or is acquired by or devolves 
on him before his discharge 

By s. 101, subject to the Act, when 
a bankrupt is in receipt of pay, pension, 
salary, emoluments, profits, wages, 
earnings or income, the trustee shall 
receive for distribution so much as 
the Court on the application of the 
trustee directs. 

In the English Act, the correspond- 
ing provision (s. 51 (2)) refers only 
to “salary or income”. Otherwise the 
English Act is in the same terms. 

At first it was said that s. 51 of the 
English Act referred only to income 
of the same character as salary or 
wages, i.e. earnings of one sort or 
another. It is now settled, however, 
that it includes any regular payment 
such as an annuity. Presumably the 
Australian Act would be construed in 
the same way. 


But surely an annuity is “property 


of the bankrupt”. If so, why is it 
not caught by ss. 60 and 91 of the 
Australian Act, or the corresponding 
English sections? This is discussed in 
Re Tennant, [1956] 1 W.L.R. 128. 

In that case Mr. Tennant and his 
wife (an actress, stage name Hermione 
Baddeley) had been divorced some 
years ago, and Mr. Tennant had agreed 
to pay his wife £50 per month for life. 
Then she became bankrupt and Mr. 
Tennant wanted to know whether to 
pay this £50 to her or to her trustee 
in bankruptcy. 

The Court held that, though the 
annuity was clearly the property of 
the bankrupt and therefore vested in 
and belonged to the trustee, neverthe- 
less the English equivalent of Austra- 
lian s. 101 showed that it is for the 
trustee to ask the Court to decide how 
much is payable to him. Until he does 
so, the annuity is payable to the bank- 
rupt. Therefore, until the trustee 
should make such an application, Mr. 
Tennant must pay the annuity to Miss 
Baddeley direct. 
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PARADOX OF AGE 


Joan Tomkinson, A.A.S.A., A.C.1.S., A.C.A.A, 


N extraordinary conflict is taking 

place all over the world. Only 
just being noticed, this situation, unless 
arrested quickly, could have disastrous 
results both socially and economically. 
For while doctors and research work- 
ers arduously pursue the study of 
keeping people alive longer, employers 
are putting up age barriers that make 
it increasingly difficult for people over 
forty-five to get a job. It is a paradox 
that would have made a useful plot 
for Gilbert and Sullivan. 


Yet there is nothing funny about 
it really. 


It can even be tragic for the man 
or woman of over forty-five with an 
expectation of life of nearly thirty 
years, to read down the columns of 
positions vacant. .For in the clerical 
and mechanical field particularly, the 
percentage of jobs for which they have 
the qualifications is strictly limited by 
youthful age requirements. 


Over and over again they find these 
forbidding words “Not over 35” and 
“Age 25-35 years.” 


In Australia the Employers’ Federa- 
tion has been concerned enough about 
the matter to approach the Federal 
Minister for Labour. James P. Mit- 
chell, Secretary of Labour in U.S.A., 
has published an article on the subject 
in Colliers Magazine. Under the head- 
ing of “After 45—Are You Too Old 
to Work?” he analyses the position 
critically and with concern. 


One point he is able to make, because 
America has such a fund of statistics, 
is that the length of time an employee 
serves in each job increases with his 
age group. The average term served 
by the under-25 group is one to two 
years, increasing to about five years 
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under-45, and to eight years at 45 and 
over. 


Yet employers, seeking to attract 
good employees into permanent service 
with a long list of amenities, still pre 
fer the younger person whose youth 
enables him to job-hop every couple of 
years in search of better prospects. 


The Employers’ Federation here is 
worried chiefly about men over 650 
years of age who find it difficult to 
obtain work. 


America again can cap our problem. 
For a recent report from New York 
told of a 39-years-old clerk who lost 
his job with the Wayne County because 
he was too old. The official reason for 
sacking this clerk was supposed to be 
that he put his age back to 35 when 
applying for the job. But, the Secre 
tary of the County Auditors Board 
said, “the crime isn’t that he lied, The 
crime is that a 39-year-old is too old 
to work for the county.” 


And from Canada comes an al 
nouncement from Dr. Hoffman, Pro 
fessor of Medicine at McGill University 
that, because of better understanding 
of certain diseases and conditions now 
considered a natural part of the age 
ing process, the prolonging of human 
life to a span of 120 years was a reason- 
able objective of the near future. What 
could a man, disposed of at 39, do with 
81 years of retirement? 


When Doctor Voronoff experimented 
with the transfer of monkey glands to 
rejuvenate men and women, his 
theories were attacked from all sides. 
Yet today there are hundreds of doc 
tors and scientists absorbed in Gerol- 
tology, the scientific study of the pro 
cesses of growing old. There is evel 
an International Association of Gerol- 
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tology and in a paper which he read | 
before this association, Professor 
Fraschini of Milan claimed that old 
age can be delayed by hormone injec- 
tions obtained from bulls. 


Professor Korenchevsky of Oxford, 
secretary of the Club for Research on 
the Ageing, believes, with certain reser- 
vations, that all deaths under 100 are 
“accidental”. Because of the advance 
of medical science and better standards 
of living generally throughout the 
world which contribute to a lower death 
rate, many doctors and scientists are 
convinced that man’s expectation of 
three score years and ten can be 
doubled in the future. The statistics 
are there to prove that it is possible. 


Figures from the Registrar’s office 
in Great Britain show that babies born 
today can expect to live twenty years 
longer than their grandparents. In 
the last fifty years the life expectation 
for males has increased from 48.53 to 
67.3 years, and for females from 52.38 
to 72.44 years. 


Going back in history, we find that 
the Romans had an average expectancy 
of life of only 22 years; in the Middle 
Ages this had increased to 35 years 
while about one hundred years ago the 
average had reached approximately 41 
years. When these are set alongside 
the present day figures, the rate of in- 
crease is obvious. 


As would be expected from this pro- 
longing of life, populations are grow- 
ing older. 


In Britain the number of men and 
women over 65 years has increased by 
300 per cent in 85 years whereas the 
werall population increase has been 
only 85 per cent. 


In U.S.A. the over 65’s increased by 
3) per cent in the ten years between 
1980 and 1940 for an overall increase 
of 7 per cent. 


If these percentages of people over 
5 continue to outstrip the general 
Increases, with employment usefulness 
Working in a reverse ratio, a serious 
Problem must eventually arise. The 
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younger generation will be faced with 
an ever-increasing burden of support- 
ing their elders. In those precious 
twenty years between ages 20 and 40, 
young men and women will need to 
chase all the opportunities in sight. 
And, even when caught, those oppor- 
tunities will be robbed of much of their 
lustre by the heavy burden of taxation 
necessary to provide pensions for the 
swelling army of retired people. It is 
not an attractive prospect for youth 
either. 


The problem can be solved to a great 
extent by correcting this mental atti- 
tude of employers towards job-seekers 
over 45. Let them look at the medical 
view. Scientists agree that there is 
more change between birth and 20 
years of age than there is in the next 
forty years of human life. In the latter 
stage of maturation the gains of the 
growth stage are consolidated and their 
benefits reaped. Skill increases as 
muscles slow. 


Between 40 and 70, signs of decline 
begin to appear but a vital point is 
the fact that physical health and mental 
alertness do not wane at an equal rate. 
The brain remains as active, with the 
increased benefit of experience, as it 
did formerly while the body first begins 
to slow its activity. For this reason it 
is observed that men of- intellectual 
powers appear younger than those who 
are engaged in manual work. In any 
case, manual work is being taken over 
largely by machines. 


The employers who are enforcing 
this age limit most harshly seem to be 
those in the business world who seek 
machine operators and clerical or pro- 
fessional assistance. Would it not be 
a pertinent question to ask these men 
the average age of their boards of 
directors? How many of these averages 
would qualify for the under-40 age 
group? So why this preoccupation with 
youth for lower levels, -when there is 
no age limit for the more important 
tasks of top management? 

Not that old age is any bar to capa- 
city for work. In a few minutes, most 
people can name a dozen men well 
advanced in years but whose useful- 
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ness is world famous. There is Dr. 
Scot Skirving, 96, still practising in 
Macquarie Street, and highly respected 
as senior honorary consultant physician 
of Royal Prince Alfred Hospital. In 
a recent tribute to him, Sir Herbert 
Schlink said: “You may doubt that 
any man could work for seventy-two 
years and keep an active mind. He 
has not only kept an active mind but 
has added annually to its culture and 
learning.” 


It is only a year or so ago that Sir 
Henry Braddon, formerly Australian 
Superintendent of Dalgety & Co. and 
member of the N.S.W. Legislative 
Council, decided to retire at ninety- 
one years of age. 


Sir Harold Sheldon has stated that 


the majority of people up to 65 are 
only in late middle life. Judging by 


the activities of some well-known octo- 
genarians that figure might well be 
extended. 

Readily we think of Sir Winston 
Churchill, anything but senile at 80, 


Lord Samuel, 84-year-old Liberal 
Leader in the House of Lords, and 
Lord Horder who at 84 recently re- 
turned from Brazil where he led the 
British delegation at an international 


conference on cancer research. At 80, 
Lord Horder became chairman of the 
British Empire Cancer Campaign, and 
raised the annual income by about 
£100,000. 


At 76 Bertrand Russell swam ashore 
from a plane crash without suffering 
any ill effects. 


The Earl of Cork, an active man of 
81, perhaps has the recipe in his theory 
that “the years that slip by when you're 
happy and absorbed leave very little 
mark.” 


Lord Beveridge epitomised the situa- 
tion by saying “to keep people living 
longer they must be kept going physic- 
ally and mentally.” 

This is the responsibility of manage- 
ment: to prevent the onrush of a 
dilemma in which inexperienced youth 
may eventually find it has to bear more 
than it can carry. The first thing is 
to persuade employers to alter their 
advertisements and their attitude. 
They must be convinced it is not the 
age of the man that counts; obviously 
it is the man himself, 


It is the duty of management, there 
fore, first to bridge the gap between 
their present ideas and modern science, 
then to go forward step by step with 
the scientific contemplation of old age. 
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PRICE DECISIONS — 
ARE FULL COSTS RELEVANT? 


RE full costs relevant to price de- 

cisions? Associate Professor 
Chambers believes that they are not, 
and in Part IV of his lecture, “The 
Formal Basis of Business Decisions” 
(Australian Accountant, April, 1956), 
he puts forward many cogent argu- 
ments for that view. Yet few business- 
men would be prepared to dispense 
with full costs as an aid to price de- 
cisions. American experience indi- 
cates that even firms which have 
adopted direct costing for their day- 
to-day accounting still prepare full 
product costs, outside the cost ledger, 
as a guide to pricing. 


I believe that most businessmen will 
continue to demand information on 
full costs, no matter what other fig- 
ures are supplied to them. In this 
short article, I hope to show that their 
demand is entirely reasonable. 


Arbitrary allocation of costs 


In his first argument, Professor 
Chambers points out that in most firms 
full product costs can only be prepared 
after some more or less arbitrary ap- 
portionment of the costs common to 
several products. Different individuals 
will make different judgments about 
the proportion to be allocated to each 
product, with the result that “‘no un- 
equivocal figure can be obtained for 
the average total cost of any product 
In spite of the pseudo-scientific for- 
mulae which have been developed for 
the apportionment of common costs.” 


Granted that an element of personal 
judgment is always present in full pro- 
duct costs, can such costs still form a 
basis for valid price decisions? 


Professor Chambers seems to think 
t they cannot. He argues that a 
businessman either believes the figures 
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to be “correct and unique”, or he does 
not. In the former case, the business- 
man’s decision is likely to be inappro- 
priate; in the latter case, the decision 
cannot be said to be based on the 
figures. 


I do not believe that a businessman’s 
mind works in quite that way. After 
all, many business decisions involve a 
degree of judgment just as great as 
that exercised by the cost accountant 
in making his apportionments. Busi- 
nessmen are therefore quite capable of 
understanding that certain figures sub- 
mitted to them are based partly on fact 
and partly on judgment, and of using 
the figures in the light of that under- 
standing. 


Economic theory of price 


A more formidable argument of 
Professor Chambers is based on the 
economic theory of price. According to 
this theory, a businessman will achieve 
the greatest profit if he succeeds in 
equating marginal revenue with mar- 
ginal cost. The argument runs some- 
thing like this: At low production 
volume, each additional unit manufac- 
tured and sold will add more to total 
revenue than to total cost. It there- 
fore pays to try to sell more and more 
units. But as more units are made and 
sold, two things happen: the price 
obtainable for additional units declines, 
and the additional cost for each further 
unit rises. Eventually, a stage is, 
reached where an additional unit adds 
just as much to cost as it does to re- 
venue. It is then time to call a halt, 
as higher production of that particular 
article will not lead to greater profits. 
This reasoning is summarised in the 
economic doctrine that profits are 
maximised by equating marginal re- 
venue and marginal cost. 
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ARE FULL COSTS RELEVANT? 


This doctrine has three implications 
for the businessman: 

(a) he should know the marginal 
cost of each of his products, i.e. the 
additional cost incurred through in- 
creasing output by one unit; 

(b) he should know the marginal 
revenue for each product, i.e. the 
amount by which each additional unit 
sold increases his gross receipts; 

(c) he should bend his efforts to 
equating the two, and forget about 
full costs. 

Let us examine these implications in 
turn. 


Marginal cost 


The marginal cost of a given product, 
in a given factory, can assume widely 
different values, depending on the 
range of output and on.the time period 
under consideration. For instance, al- 
most any factory could produce just 
one more unit of any product for little 
more than the cost of the materials 
used. But if a thousand more units 
are required each week, the matter 
takes on quite a different aspect. More 
labour will have to be employed, more 
machines may have to be obtained, 
more office staff may have to be en- 
gaged, and so on. 

Again, depreciation may be excluded, 
in the short run, from the marginal 
cost of products which can be made on 
existing machines. In the long run, 
however, these machines will wear out 
faster and require replacement earlier 
than if they had been left idle. De- 
preciation must therefore be included 
in long-term marginal cost. 


In general, the wider the range of 
output under consideration, and the 
longer the period for which production 
is to continue, the more closely will 
marginal cost approximate to full cost. 


For the businessman who is inter- 
ested in achieving long-term stability 
of price and output, the concept of full 
cost may therefore be more relevant 
than “marginal cost” in the short-run 
sense in which this term is commonly 
used by accountants. 
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Marginal revenue 

In order to determine the marginal 
revenue for a particular product, we 
have to know the shape of the demand 
curve for the product. When we are 
being taught the economic theory of 
price, we are either given a “demand 
schedule” for a hypothetical product, 
showing what the demand would be 
over a wide range of possible prices, 


or we are told the elasticity of demand | 


at a particular point on the demand 
curve. In either case, it is an instruc- 
tive arithmetical exercise to compute 
marginal revenue from the information 
supplied. 

In running a real business, however, 
it is often very difficult to predict what 
the demand will be at any price other 
than the current one. Estimation of 
the elasticity of demand is further com- 
plicated by the fact that the short 
term reaction to a price change may 
differ considerably from the ultimate 
effect of the change.’ In other words, 
we actually have to sell a product at 
a given price for quite some time be 
fore we can assess what the demand 
at that price is going to be. 

What can the businessman do in 
such a situation? Theoretically, he 
should know the shape of the demand 
curve before fixing a price; in practice, 
he must fix a price first, in order to 
find out what the demand is. 

I submit that the reasonable course 
of action is to fix an initial price based 
upon full cost plus the desired margin 
of profit; and then to adjust that price 
in the light of experience and circum- 
stances. According to Hall and Hitch, 
in the paper cited by Professor Cham- 
bers, that seems to be exactly what is 
happening. 


Equating marginal cost and marginal 
revenue 

Suppose that, in spite of the difficul- 
ties just mentioned, a businesman has 
obtained figures for the marginal cost 
and the marginal revenue of each of 
his products. How does he go about 
equating them? 

1. See G. J. Stigler, The Theory of Price, 
Macmillan 1952, pp. 45-7. 
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Theoretically, he should expand out- 
put and/or cut prices of those products 
whose marginal revenue exceeds their 
marginal cost, and he should cut out- 
put and/or raise prices of those pro- 
ducts whose marginal cost exceeds their 
marginal revenue. 


But this theoretical solution presup- 
poses a degree of accuracy and refine- 
ment in the measurement of marginal 
cost which cost accounting is unlikely 
to achieve in the foreseeable future. 
In order to decide on the appropriate 
change in output, it is necessary to 
forecast the effect of that change on 
marginal cost. To my knowledge, no 
cost accountant has yet attempted to 
assess the effect upon long-term mar- 
ginal cost of, say, a 10 per cent. change 
in output—yet that is the sort of 
measurement that would be necessary 
to enable businessmen to act on the 
economic theory of price.? 


If a businessman tried to apply that 
theory, using the kind of data currently 





2.1 want to make it clear that I am not 
referring to the effect upon total cost of a 10 
per cent. change in output. That sort of es- 
timate is made every day, and is in fact what 


accountants call marginal or differential 
costing. What the theory of price requires 
is an estimate of the effect of a 10 per cent. 
change in output upon marginal cost itself, 
i@, upon the rate of change of total cost 
with output. In the language of the differen- 
tial calculus, we would need to know the value 
of the second derivative of total cost with 
respect to output. 


available, the result would be some- 
thing like this: 

He would accept his cost accountant’s 
figure of “marginal cost”—which is 
likely to be based on a narrow, short- 
range view, excluding all overheads— 
and would try to make his marginal 
revenue equal to that figure. Since the 
formula relating marginal revenue to 
price shows that marginal revenue is 
always equal to or less than average 
price, he must fix selling price slightly 
above “marginal cost” and hope for 
the best. 

His next profit ‘and loss statement 
would show a loss, due to failure to 
recover fixed costs. The businessman 
would then want to know which of his 
products were not contributing their 
fair share towards the recovery of fixed 
costs, and his cost accountant would be 
back at the job of making arbitrary 
apportionments and allocations in 
order to arrive at full costs. 


Conclusion 


It appears that the economic theory 
of price, so far from showing full cost 
to be irrelevant to price decisions, leads 
us back to the concept of full cost each 
time we try to apply it to a practical 
situation. 

As for the uncertainties introduced 
by arbitrary personal judgments, there 
are far more of these judgments neces- 
sary in the estimation of marginal 
cost in the economic sense, than in the 
calculation of full costs. 
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L. J. Archer, A.A.S.A. 


N recent issues of The Australian 

Accountant contributors, after 
critically surveying the need for curri- 
culum revision, have proposed certain 
reforms to the present syllabuses of 
the accountancy and allied institutes. 
In view of these suggestions for re- 
form, it may be opportune to place be- 
fore the administrators of the profes- 
sional institutes relevant sections of a 
recent report on Education for Com- 
merce published by the Ministry of 
Education in England. 


In 1949 a committee composed of 
eighteen leading authorities in the field 
of commerce, including such _ well- 
known personalities as Mr. F. R. M. 
de Paula and Professor Sir Arnold 
Plant, and presided over by Sir Alex- 
ander Carr-Saunders, prepared a de- 
tailed report on Education for Com- 
merce and the Professions Relating to 
It,) the evidence for which was obtained 
from many witnesses engaged in com- 
merce and associated professions. This 
excellent and extensive report dealing, 
inter alia, with pre-employment educa- 
tion and professional examinations for 
commerce, could well be the basis for 
any proposals for curriculum reform 
which Professor Chambers’ and Pro- 
fessor Smyth’s provocative theses have 
aroused. 


The following extract taken from 
the Summary and Recommendations of 
this report is quite pertinent to the 
present discussion : 

Professional associations in the field of com- 
mercial education should be invited to give 


consideration to the following proposals of 
this committee: 


At the stage of the intermediate examina- 
tions only general subjects should be pre- 





1. Report of a Special Committee on Educa- 
tion for Commerce; issued by Ministry of 
Education, England, 1949. 
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scribed, vocational training being introduced 
only at the final stage. 

Entry upon vocational training at too early 
an age should be discouraged and recruits 
to the professions under the age of eighteen 
should be advised to take national certificate 
courses. Unnecessary variation in syllabuses 
in common subjects should be eliminated. 


Courses in technical colleges for’ profes- 
sional examinations should be extensively de 
veloped. Day-time facilities for training 
should be available. 

These recommendations _ represent 
the considered conclusion of a select 
group of experts after a _ careful 
analysis of evidence tendered by some 
300 witnesses, including the executive 
officers of England’s leading institutes 
of secretaries, chartered accountants, 
sales managers, transport, account- 
ants and auditors, insurance, — 
and management. As the curriculum 
for and the administration of our com- 
mercial education is patterned on the 
English system, the conclusions of this 
committee should not be ignored with- 
out some consideration being given to 
their possible application and adapta- 
tion to local conditions. The sole pur- 
pose of this article is to bring before 
accountants the existence of this re 
port, and with some pertinent com- 
ments to relate these particular recom- 
mendations to the uncoordinated and 
apparently aimless set-up existing in 
Victoria? today. 

At the stage of the intermediate examin 
tion only general commercial subjects should 
be prescribed, vocational training being intro- 
duced only at the final stage. 

A survey of the handbooks of exam- 
inations prepared by the many com- 
mercial institutes throughout _ this 
state, the Bankers’ Institute excepted, 





2. While this thesis refers in particular # 
commercial education in Victoria, there # 
ample evidence that it applies in gener 
to other States. 
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reveals a wide variation between this 
recommendation and the courses pre- 
scribed for their students. Invariably, 
our young students, without any seri- 
ous regard paid to their educational 
background, are plunged directly into 
the intricacies of accounting and the 
precision of commercial law, subjects 
for the full appreciation of which 
special vocabularies and techniques as 
well as the power of clear and logical 
expression are demanded. Such pre- 
sriptions obtain in England too, for 
according to the Report, “the special 
interest and special knowledge of those 
who founded and of those who direct 
the professional associations lie in the 
training needed to ensure competence 
inthe performance of a particular tech- 
nique.” 

How truly we have followed the 
English pattern. 


Teachers in our secondary schools 
who have also had experience as tutors 
in commercial colleges realise fully 


the wide gap that exists between the 
educhtional capacity and attainment 
of a boy leaving school with his school 
intermediate—and often with less— 
and the specialised knowledge expected 
by examiners in the intermediate or 
first-year subjects of the professional 


institutes. The examiners in these 
first-year subjects are not infrequently 
appalled by the immaturity of thought, 
the illogicality of expression and the 
evidence of juvenility displayed in the 
examinees’ scripts in these technical 
subjects. The heads of coaching col- 
leges and the architects of the insti- 
tutes’ curricula have surely analysed 
and, no doubt, placed an honest inter- 
pretation on the statistics of the class- 
tom wastage, of incompleted corres- 
pondence courses and of the examinees’ 
failure rate? Therefore, as our prob- 
km is parallel to that existing in Eng- 
and in 1949 it seems reasonable to 
suggest : 


(a2) That all our institutes adopt 
the recommendation above. It is pleas- 
ing to note that the Bankers’ Institute 

already done so. For the comple- 
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tion of its intermediate (stage one) 
section this particular institute de- 
mands a pass in broad general educa- 
tional subjects as well as an elemen- 
tary knowledge of the more technical 
work in commercial law and account- 
ing. What an excellent course of study 
for any boy, whether his ambition is to 
be a banker, accountant, cost account- 
ant, municipal clerk, insurance officer, 
industrial manager, or even a general 
clerk. 


(b) That the institutes accept as a 
qualification for admission to their final 
(or stage two) section the completion 
of a new course as outlined later in this 
thesis. 

With a background such as this, 
students of all institutes would be 
more likely to persevere with their 
courses, progress more rapidly through 
the technical subjects of their courses 
and appreciate more highly the content 
of these specialised subjects than at 
present. 


Entry upon vocational training at too early 
an age should be discouraged. 


(In its Report the Select Committee 
uses the term “vocational training” in 
the sense of “training in the skills 
and techniques of commerce or of the 
allied professions for the purpose of 
making competent practitioners.” Voca- 
tional education is defined as “a study 
of the underlying principles and the 
background of commerce combined 
with such a treatment of certain sub- 
jects normally included in general 
education as will show their vocational 
bearing and thus stimulate the interest 
of students.’’) 

Surely it is wrong to expect a boy 
of fifteen to eighteen years whose only 
scholastic attainment is a school inter- 
mediate certificate, to possess the 
power to collect, analyse and interpret 
facts, and to have the study habits, 
the vocabulary and the clarity of ex- 
pression required by an examining 
body of higher educational study. The 
University of Melbourne demands a 
minimum of seventeen years, a school 
leaving certificate of five subjects in- 
cluding English Expression, a human- 
ity or a language, and a mathematics, 
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science or commercial subject, followed 
by a difficult matriculation examina- 
tion of four subjects, again including 
English Expression, before a student 
may embark on a degree or diploma 
course. 


Many of our professional institutes 
demand a minimum age for admission 
to the institute but not to the exam- 
inations. Their administrators un- 
doubtedly consider that a youth lacks 
something, apparently practical experi- 
ence. The English Committee is cer- 
tain that a youth under eighteen lacks 
something—the educational maturity 
and general experience to appreciate 
the detail of a specialised course of 
study. No doubt it is certain too that 
theory can be more readily assimil- 
ated when “sandwiched” with the 


practice that accompanies advancing 
seniority. 


It would certainly appear that, pro- 
vided some provision can be made for 
the vocational education of junior of- 
fice personnel, as defined above, be- 


tween school leaving age and the mini- 
mum age acceptable to our institutes, 
no reasonable person should quibble at 
the adoption of this English recommen- 
dation. 

And recruits to the profession under the 
age of eighteen should be advised to take 
national certificate courses. 

In 1935 an attempt was made to de- 
velop part-time education in England 
for those who left school at or before 
sixteen years of age (our school inter- 
mediate). A three-year course involv- 
ing a study of English, a knowledge of 
accounts, business economics, commer- 
cial geography, and statistics, culmin- 
ated in a “National Certificate (Ordin- 
ary) of Commerce.” The advent of 
war hindered its rapid development. 
The witnesses before the 1949 com- 
mittee expressed belief in the poten- 
tialities of this scheme. Would that 
Victorians would express the same con- 
fidence in a similar scheme. 


In this State education for industry 
provides for the more gifted students 
at the university and at senior tech- 
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nical schools, and for the rank and file 
at the trade classes of apprentices, 
But education for commerce caters only 
for the upper twenty (the acceptance 
of Professor Chambers’: recommenda- 
tions would reduce this to the upper 
ten) ; for the mass of general office per- 
sonnel little or no education is organ- 
ised. It has often been a source of 
amazement to many why the captains 
of commerce did not adopt some of the 
following educational provisions of the 
apprenticeship system for non-execv- 
tive office workers— 


(a) Advisory committees composed 
of representatives from educational 
authorities and organisations of em- 
ployers. 


(6) A compulsory course of class 
study (in the metropolitan and some 
country areas). “The apprentice (in 
Victoria) not only receives all-round 
instruction in different aspects of the 
industry in which he is engaged, he is 
also educated for adaptability to chang- 
ing conditions by means of part-time 
general technical training courses at 
the technical college, where the basic 
course is designed to provide a sound 
foundation from which development in 
a number of different specialist direc- 
tions is. possible.” (Extract from 
UNESCO publication, Education in a 
Technological Society). 


(c) Proficiency payments to student 
employees who qualify for such pay- 
ments. 

(d) A certificate given at the end 
of the course and recognised by em- 
ployers. 


It is the firm opinion of many that 
there is a pressing need in this State 
for a course comparable with the ap 
prenticeship courses in industry and 
similar to the national certificate 
course recommended in the English 
Report for office personnel: 

(a) whose intellectual ceiling is ap 
proximately matriculation standard; 

(b) whose lack of scholastic back- 
ground militates against their immedi- 
ate entry upon the present professional 
courses ; 
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(c) who, though desirous of the 
higher intensive studies, are prevented 
by such reasons as ill-health, domestic 
or financial difficulties, from persever- 
ing with the intensive courses of the 
professional institutes ; 


(d) the nature of whose office duties 
will not call for the specialised studies 
of professional institute courses. 


The suggested course, the basic sub- 
ject of which must be English Expres- 
sion, should not aim at efficiency in 
any particular commercial technique 
and should be of at least three years’ 
duration. Its success would be en- 
sured if: 


(a) employers’ and commercial 
organisations were represented on the 
governing body. (Representation us- 
ually brings co-operation) ; 


(b) provision were made for some 
of the study to be done during working 
time. (Some of the more enlightened 
employers have staff training and gen- 
eral,education schemes operating dur- 
ing office hours) ; 


(c) upon its completion the profes- 
sional institutes granted exemption 
from certain, or preferably all of the 
subjects prescribed for their inter- 
mediate examinations. (These insti- 
tutes would ultimately derive advan- 
tages from a wider recruitment area 
and from better prepared students) ; 


(d) arrangements could be made 
for class study chiefly or, in certain 
tases, for correspondence courses sup- 
plemented by class tuition. (In this 
State, apart from technical schools, 
there are numerous high and multi- 
purpose high schools with ample ac- 
cmmodation after 4 p.m. and much 
tapacity with regard to qualified and 
tompetent teachers) ; 


(e) exemptions were granted for 
passes obtained in appropriate school 
kaving and matriculation subjects. 
(The psychology of exemptions should 
lever be overlooked by any adminis- 
tator when. building up a new course). 
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Unnecessary variation in syllabuses in 
common subjects should be eliminated. 


Amplifying this the Report adds: 
“Several associations often include the 
same subject in their examination 
schemes; but, with little or no justifica- 
tion, they frequently lay down differ- 
ent syllabuses. We cannot but regard 
it as unreasonable that the colleges, 
hard-pressed as they are by legitimate 
demands made upon them, should be 
asked to give different courses in the 
same subject when the reason lies, not 
in special needs, but in the failure to 
co-ordinate demands. So far little 
progress has been made in this direc- 
tion and we would urge professional 
associations to give immediate atten- 
tion to this matter.” Here again, we 
follow the English pattern. 


Just think of some of the benefits 
which would accrue if this English re- 
commendation were adopted by our 
professional associations, and if in this 
State there were a common inter- 
mediate curriculum with a common 
course of study for each subject. For 
example, young students would be free 
to transfer within the sub-orders of 
the commercial industry without detri- 
ment to study already completed and to 
correspondence courses already con- 
tracted for. Administrators of teach- 
ing institutions could organise classes 
with less inconvenience to students and 
with less waste of administrative and 
teaching manpower. A common stan- 
dard could be set, and if the suggestion 
made above concerning intermediate as 
a general education course were 
adopted, this new intermediate could 
be a qualification for nearly all office 
personnel to seek. 

Courses in technical colleges for profes- 
sional examinations should be extensively de- 
veloped. Day-time facilities for training 
should be available. 

The English Report reiterated: “In 
our view entry to the professional as- 
sociations should for the majority be 
by way of vocational education, whole 
or part-time, up to the age of eighteen, 
followed by vocational training side by 
side with employment.” As to who 
should be responsible for this whole or 
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part-time education the English Com- 
mittee warmly “approved the desire 
expressed by many professional asso- 
ciations that courses of instruction 
figuring in the examinations should be 
given in technical colleges.” I consider 
that the subject of responsibility for 
tuition lies outside the ambit of this 
article but I am firmly of the opinion 
already expressed, that office workers 
should be offered the same day-time 
educational opportunities, and respon- 
sibilities, as those given to and under- 
taken by industrial workers under the 
apprenticeship system. This opinion 
stems not from any particular social 
policy held but from long experience in 
the evening class room. 


The ideas expressed in this article 
may be summarised as follows: 


Secondary School Examinations 


Proficiency Leaving Matriculationt 
Intermediate (16-17 years) (17-18 yrs.) 
(15-16 yrs.) 


1-2 yr. course 
depending on 
subjects taken 
for Leaving 





’ 


Intermediate or Stage 1: Com- 
mon examination for all 
Institutes* 








Y 
Final or Stage 2: Specialised Examinations of 
Various Institutes: Accountants, Bankers, Insur- 
ance, Real Estate, Secretaries, Transport, etc. 
An expert committee of eminent 
leaders in the field of education and 





commerce had England’s problem un. 
folded to them by numerous interested 
parties and then they formulated a 
solution. We too have a problem and 
it is not unlike that of England. Do 
we require a select committee or can 
we adapt the English report? If s0, 
who is to be in the vanguard? Should 
the Education Department extend its 
activities to commerce? Should the 
lead come from the Society, which re 
cently has accomplished so much in the 
unification of education for account- 
ants? Should it be the Royal Mel 
bourne Technical College which over 
the past decade has provided class 
tuition to students in many grades of 
commerce? Or should it be the em- 
ployers through their various organisa- 
tions? For can it be denied that the 
English conclusion is without applica- 
tion here, “that their [the employers’) 
practice of recruiting at an early age 
causes the general education which 
they advocate to be very unduly cur- 
tailed for most of their employees”? 





* This would be similar to the intermediate 
examination as outlined in the English Re 
port. The one examination would act as the 
culmination of the three-year course and a 
the Stage One examination of all the insti- 
tutes. (It is essential that all interested 
parties be not confused with the multiplicity 
of examinations.) It would be the one ex- 
amination common to all the institutes, con- 
trolled by the Royal Melbourne Technical Col- 
lege or the Education Department, with all 
a aera institutes holding watching 

riefs. 


+A Matriculation Certificate including a 
counting and economics would be preferable, 
but failing this proposed alteration to the 
present university prescriptions, a sixth-year 
certificate permitting a commercial bias 
issued by the Education Department would be 
an effective substitute. 
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VALUATION 


Jean St.G. Kerr, B.Com., M.S., A.A.S.A. 
Lecturer in Accountancy, University of Melbourne 


Historical review 

N early accounting records and text 
books, as is indicated by translation 

of some excerpts from them included 

in Littleton’s Accounting Evolution to 


1900, the word “inventory” referred to: 


the total of all properties, belongings, 
and other assets, including amounts 
due from debtors, and the basis of 
valuation advocated for the inventory 
was “current value”. No information, 
however, seems to have been given 
as to whether “current value” meant 
realisable value or replacement value. 


A valuation on a “current” basis was 
in keeping with the single-venture 
nature of trading in those days. Each 
trading venture was regarded as 
standing on its own and the result 
of such a venture was determined by 
comparing the resources of the trader 
at the completion of the venture with 
his position at its beginning, so that 
the profit (or loss) on the venture 
was measured by the increase (or de- 
crease) in the trader’s capital over the 
duration of the venture. 


With trade assuming the nature of 
a continuing enterprise, rather than 
that of a series of separate ventures, 
the problem of the periodic measure- 
ment of profit developed, and more 
attention was paid to the important 
question of the basis of valuation of 
inventories—the word now tending to 
be restricted to stock-in-trade only. 
The question of the correct basis of 
Inventory valuation has not yet been 
satisfactorily resolved and discussion, 
at times tending to be rather heated, 
8 still taking place in accounting 
journals. 


Of the many different views as to 
the proper basis of valuation of in- 
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ventories advanced in the past, one 
of the earliest and most comprehensive 
was that of Jacques Savary in Le Par. 
fait Negociant (1712). Savary was in 
favour of writing the value of the 
inventory down to current replacement 
price where replacement price was 
less than the original cost, and also 
of writing down the value of any 
obsolete or spoiled stock. Since 1712, 
opinions covering the range of valuing 
inventories at cost, at cost or replace- 
ment price whichever is lower, at cost 
or realisable value whichever is lower, 
at cost, replacement or realisable value 
whichever is lowest, to even valuing 
them at realisable value irrespective of 
whether this is above or below cost, 
have been put forward.? 


Present day literature often refers 
to the conventional rule for the valua- 
tion of inventories as being to value 
them at the lower of cost or market; 
but the acceptance of this rule is not 
as old as the statement might lead one 
to believe, as it was only in 1917 that 
both the U.S. Bureau of Internal Reve- 
nue in its T.D.2609,* and the British 
Board of Inland Revenue‘ recognised 
the cost or market rule for valuation 





1. Jacques Savary, Le Parfait Negociant 
(6 ed. Paris, 1712) quoted in A. C. Littleton, 
Accounting Evolution to 1900 (New York: 
American Institute Publishing Co. 1933) p. 
152. 

2. A. C. Littleton, op, cit., pp. 151-152. A 
history of the development of the cost or 
market rule may be found in Stephen Gilman. 
Accounting Concepts of Profit (New York: 
The Ronald Press Co., 1939), pp. 436-462. 

3. T.D. 2609, December 19, 1917, repro- 
duced in The. Journal of Accountancy, Febru- 
ary 1918, p. 128. 

4. “Excess Profits Duty, Proposals.as to 
Valuation of Stocks,” The Accountant, July 
21, 1917, pp. 50-52. 
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of inventories for purposes of deter- 
mining taxable income. 


At the present time the major pur- 
pose of accounting is considered by 
most accountants to be the determina- 
tion of periodic profit, and because of 
the extent of the influence of the valua- 
tion of stock on the profit figure, the 
question of the proper basis for the 
valuation of stock is an important one. 
Frequently such a large amount of 
stock is carried that a relatively small 
difference in the methods of valuation 
may cause a relatively large difference 
in the amount of profit for the period 
with consequent effects on taxes pay- 
able, dividend policy and the value of 
the shares on the market. The increas- 
ing interest in the periodic income 
figure, at the expense of interest in 
the position as disclosed by the balance 
sheet, has influenced the basis of in- 
ventory valuation recommended by 
institutes of accountants. 


Purpose of recommendations of insti- 
tutes of accountants 


It is against this historical back- 
ground that the leading institutes of 
accountants in various countries have, 
within the last ten years, issued state- 
ments for the guidance of their mem- 
bers as to the acceptable bases of in- 


ventory valuation. The first institute 
to issue such a recommendation was 
the Institute of Chartered Account- 
ants in England and Wales which, in 
1945, issued its Recommendation No. 
10 on the valuation of stock-in-trade. 
In 1947 the Committee on Accounting 
Procedure of the American Institute 
of Accountants published its Research 
Bulletin No. 29 on inventory pricing, 
and in Canada, in 1950, the Committee 
on Accounting and Auditing Research 
of the Dominion Association of Char- 
tered Accountants published its Re- 
search Bulletin No. 5, entitled Mean- 
ing of the Term “Cost” as Used in In- 
ventory Valuation. 

The Institute of Chartered Account- 
ants in Australia has adopted, in its 
entirety, the recommendation on the 
valuation of stock-in-trade of the In- 
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stitute of Chartered Accountants jp 
England and Wales. 


The Institute of Chartered Account. 
ants in England and Wales, the Ameri. 
can Institute of Accountants and the 
Dominion Association of Chartered 
Accountants in Canada have all issued 
their statements to their members ip 
public practice, with the expressed hope 
that they will help to narrow areas of 
difference between accountants, and 
that they will help to set standards 
by which to judge the suitability of 
accounting practices reflected in pub 
lished financial statements. Both the 
American Institute of Accountants and 
the Institute of Chartered Accountants 
in England and Wales expressly state 
that the procedures which they are 
advocating are being considered from 
the standpoint of the published finan- 
cial statements of companies, so that 
it does not necessarily follow that the 
procedures which they recommend are 
the ones which should be used for other 
purposes, such as the provision of in- 
formation to management. 


The respective committees recognise 
that their recommendations have no 
authority backing them, but they have 
published them to provide some “auth- 
oritative guidance” to accountants, and 
they consider that the authority of the 
opinions expressed in their recommen- 
dations rests “upon their general accep- 
tability”. The Institute of Chartered 
Accountants in England and Wales also 
recognises the fact that the form of 
published statements is, subject to any 
legal requirements, a matter within 
the discretion of the directors but ex- 
presses the hope that the recommen- 
dations which it has made will be help- 
ful to members in advising directors 
as to what is regarded as the best 
practice. The American Institute real- 
ises that exceptional circumstances Will 
require particular treatment but it con- 
siders that anyone who departs from 
accepted procedures, as evidenced by 
the published bulletins,, must be pre 
pared to assume the burden of justify- 
ing his action. 


In addition to the bulletins and 
recommendations published by insti- 
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tutes of accountants in practice, the 
American Accounting Association, 
which is comprised of teachers of 
accounting and of anyone interested in 
the advancement of accounting, has 
issued statements on Accounting Con- 
cepts and Standards Underlying Cor- 
porate Financial Statements. However, 
these statements have been issued with 
a different purpose in mind than that 
mentioned in connexion with the 
earlier statements of accounting bodies, 
as the function of the Committee on 
Concepts and Standards Underlying 
Corporate Financial Statements is “to 
conduct studies looking toward the 
long-range evolution of accounting’. 
As a result of this difference in pur- 
pose, the statements of the American 
Accounting Association are not always 
put forward as being standards with 
which present practice should comply, 
but rather as standards or goals to- 
wards which future accounting practice 
should aim. 


Acceptance of cost-or-market rule 


The recommendations of the Insti- 
tutes of Chartered Accountants in 
England and Wales, and in Canada, 
and the American Institute of Accoun- 
tants are similar to the extent that 
they all accept the cost-or-market rule 
of valuation of inventories, even though 
they may put forward different reasons 
for their acceptance or even though 
they may put different interpretations 
on the rule. 


The only clue to the reasons for the 
British acceptance of the cost-or-mar- 
ket rule is obtained from preliminary 
discussion on the valuation of stock- 
iIn-trade in which appears the state- 
ment that “stock-in-trade is a current 
asset held for realisation. In the balance 
sheet it is, therefore, usually shown 
at the lower of cost or market value”. 
To say that stock is valued at the lower 
of cost or market because it is a cur- 
tent asset held for realisation is a 
tather unusual statement because stock 
is the only current asset valued in this 
Way, unless you argue that deducting 
a1 allowance for doubtful debts from 
the figure shown for the debtors is 
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equivalent to reducing it to market 
but, in Australia at least, there is no 
ready market for book debts. 


The American Institute adopts the 
cost-or-market rule because it is con- 
cerned with carrying over to a future 
period only the “useful” cost of the 
goods on hand. Its primary concept 
of useful cost is original cost but when 
current market price has fallen below 
original cost, then market price is the 
measure of “useful’’ cost. 

Research Bulletin No. 5 of the 
Dominion Association of Chartered 
Accountants (Canada) is based on the 
assumption that the cost-or-market 
rule is being accepted. It is concerned 
merely with how “cost” should be de- 
termined, and what items should be 
included in it and does not mention 
the interpretation of “market” or how 
it should be determined. 

For different reasons then, we have 
the three institutes accepting the cost- 
or-market rule for the valuation of in- 
ventories, and their recommendations 
and bulletins have been issued to clear 
up uncertainties and inconsistencies 


_in the application of this rule. 


Determination of cost 


In regard to the determination of 
“cost” the three recommendations seem 
to be fairly well in agreement, although 
one important difference is apparent. 
They would all agree that the cost of 
purchased goods would include the 
invoice price and the cost of any freight 
or duty payable on those goods. In the 
case of manufactured goods, however, 
differences do arise in connexion with 
the question of the indirect or overhead 
expense which should be _ included. 
There is agreement as to the exclusion 
of selling and general administrative 
overhead except for that portion of the 
general adminstrative overhead which 
clearly relates to production. There is 
also agreement as to the advisability 
in certain circumstances of excluding 
from the cost of the inventory the fixed 
charges related to idle or excess plant, 
but there is a disagreement between 
the American and the British recom- 
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mendation as to the propriety of ex- 
cluding all overheads from inventory 
costs. The recommendation of the 
Institute of Chartered Accountants in 
England and Wales condones the prac- 
tice of valuing the stock of manufac- 
tured or partly manufactured goods at 
the cost of the raw materials plus the 
direct expenditure incurred in manu- 
facture. It recommends that “indirect 
or overhead expenditure, if included as 
part of the cost of partly processed or 
finished products, should be restricted 
to such expenditure as has been in- 
curred in bringing the stock-in-trade 
to its existing condition and location”.® 


On the other hand, the American 
Institute of Accountants expressly 
states that “the exclusion of all over- 
heads from inventory costs does not 
constitute an accepted accounting pro- 
cedure”. The Canadian bulletin im- 


plies that it is not proper to exclude 
all overhead costs from the cost of the 
inventory as it considers that the cost 
of work in progress and of manufac- 
tured goods should include the “laid- 


down” cost of the materials, the direct 
labour and an “ordinarily applicable 
share of overhead expense properly 
chargeable to production”.? 


Both the American Institute and the 
Institute of Chartered Accountants in 
England and Wales recognise the retail 
inventory method or the “adjusted sell- 
ing price” method of ascertaining cost, 
but no mention at all is made of this 
method in the Canadian research 
bulletin. , 





5. The Institute of Chartered Accountants 
in England and Wales, Recommendations on 
Accounting Principles, (London: Gee and Co. 
Ltd. 1944-45), Par. 127. (Italics mine). 


6. Committee on Accounting Procedure, 
American Institute of Accountants, Account- 
ing Research Bulletin No. 43, Restatement and 
Revision of Accounting Research Bulletins. 
(New York: American Institute of Account- 
ants, 1953), p. 29 (Italics mine). 


7. Committee on Accounting and Auditing 
Procedure, Dominion Association of Char- 
tered Accountants, Research Bulletin No. 5. 
The Journal of Accountancy, January 1951, 
p. 141 (Italics mine). 
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In regard to the methods of deter. 
mining costs which are acceptable to 
the different institutes, we find more 
of a difference in the extent to which 
the various methods are used than in 
the acceptability of the methods on 
theoretical grounds. In the preliminary 
discussion to its recommendation the 
Institute of Chartered Accountants in 
England and Wales mentions the last- 
in—first-out method and the base stock 
method as having only limited applica- 
tion in Great Britain, and in the recom- 
mendation itself the Institute does not 
expressly disapprove of these methods 
but gives a general statement to the 
effect that “cost should be calculated 
on such a basis as will show a fair 
view of the trend of results of the 
particular type of business concerned”, 
so presumably if it is considered that 
the last-in—first-out method is one 
which falls within this category then 
it is a proper method to use. Perhaps 
the principal reason why the last-in— 
first-out method is not used to any 
extent in Great Britain is that it is not 
an acceptable method for purposes of 
determining taxable income. The Royal 
Commission on the Taxation of Profits 
and Income in its Final Report in 1955, 
however, recommended a scheme by 
which traders could adopt a combina- 
tion of the base stock and the LIPO 
methods of valuation of  stock-in- 
trade.® 


The provisions relating to practices 
acceptable for the determination of 
taxable income have a significant 
effect on what are regarded as “gen- 
erally acceptable accounting proced- 
ures”. This is evidenced by the dele 
tion of part of the discussion in State 
ment 4 of Accounting Research Bul 
letin No. 29 of the American Institute 
of Accountants, published in 1947, from 
Accounting Research Bulletin No. 48, 
Revision and Restatement of Account 
ing Research Bulletins, published i 
1953. The deleted section read: “These 
methods [of cost determination] recog- 
nise the variations which exist in the 





8. “Royal Commission Report on Stock 
Valuation”, The Accountant, June 18, 1956, 
p. 691. 


The Australian Accountant, June, 1956. 
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relationships of costs to sales prices 
udder different economic conditions. 
Thus, where sales prices are promptly 
influenced by changes in reproductive 
gests, an assumption of the ‘last-in— 
frst-out’ flow of cost factors may be 
more appropriate. Where no such cost- 
price relationship exists, the ‘first-in— 
frst out’ or an average method may be 
more properly utilised.”® The deletion 
of this section was a consequence of the 
decision in the Hutzler Bros. Case 
which was accepted by the Commis- 
sioner of Internal Revenue and incor- 
prated into the regulations. As a re- 
sult of this, the LIFO method of inven- 
try valuation could be used for tax 
purposes by any taxpayer in any type 
of business in which inventories were 


The Canadian Research Bulletin No. 
5 concludes that the method selected 
for determining cost should be one 
which results in the fairest matching 
of costs against revenues regardless of 
whether or not the method corresponds 
to the physical flow of goods. This 
recommendation envisages that “if the 
elling price of the finished product 
varies concurrently with the price of 
the raw materials the LIFO method of 
ost determination may be appropriate 
een though the goods first received 
ae first disposed of.” 


Unlike the American situation where 
the bulletin was altered to take account 
if the changes in the tax provisions 
the Canadian Institute gives approval 
a method of inventory valuation 
which, it has now been decided, will 
nt be allowed by the Minister of 
National Revenue. The decision in 
favour of LIFO given by the Exchequer 

in Anaconda American Brass 
ltd. v. Minister of National Revenue," 

md affirmed by a majority of three 





% Committee on Accounting Procedure: 
American Institute of Accountants, Account- 
ing Research Bulletin No. 29, Inventory Pric- 
ing, The Journal of Accountancy, September 
M7. p. 198. $ 


10.8 T.C. 14 (1947). 
Rs Canadian Law Reports, [1952] Ex.C.R. 
‘, 
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judges to two of the Supreme Court of 
Canada has been reversed by the Judi- 
cial Committee of the Privy Council.” 


Interpretation of market 

Passing from the determination of 
“cost” to the ascertainment of “mar- 
ket price” one finds a fundamental 
difference between the concept adopted 
by the Institute of Chartered Account- 
ants in England and Wales and that 
adopted by the American Institute of 
Accountants, while in Canada no bulle- 
tin has been issued on the subject of 
the interpretation of “market price”. 


The Institute of Chartered Account- 
ants in its preliminary discussion men- 
tions that market value is commonly 
interpreted as either net realisable 
value or replacement cost, but after 
considering that a fall in the replace- 
ment cost of the goods does not indi- 
cate that a loss has been suffered but 
only that the profit may not be as great 
as at first expected, it recommends that 
market value should be regarded as the 
net realisable value of the stock, i.e. 
its realisable value less any necessary 
expenses yet to be incurred. 


The American Institute of Account- 
ants bases its interpretations of market 
price on current replacement costs, but 
limits its application by stating that 
it should not be greater than net real- 
isable value, nor should it be less than 
the net realisable value reduced by an 
allowance for “an approximately nor- 
mal profit margin”. This immediately 
raises the question of what is meant by 
a “normal” profit margin, and the 
acceptance of replacement costs as be- 
ing the correct interpretation of mar- 
ket price raises the important question, 
which the Institute of Chartered 
Accountants answered in the negative, 
as to whether a loss has been suffered 
merely because you could have bought 
the goods at the balance date for a 
price lower than that originally paid. 


The wording of the recommendation 
of the Institute of Chartered Account- 
ants implies, in my opinion, that a 





12. “Stock Valuation. LIFo Rejected for 
Tax Purposes”, The Accountant, December 
24, 1955, pp. 699-700. 
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provision should be made to cover the 
write-down of stock to market price 
when it is lower than cost, and that 
the provision should be shown as a 
separate item in the revenue statement, 
and not simply included in a total cost- 
of-goods-sold figure. This impression 
is strengthened by a leading article in 
The Accountant shortly after the issue 
of the recommendation."* On the other 
hand, F. R. M. de Paula in suggesting 
that, to enable a fair study of the trend 
of the results of a business to be made, 
the stock on hand should be valued at 
cost and then a separate provision be 
made in the profit and loss statement 
to cover the anticipated loss on the 
sale of stock, points out that “this 
method does not form part of the Insti- 
tute recommendations, but it is sub- 
mitted as one that will make sure that 
the spirit of the Council’s recommen- 
dation is complied with.”** My opinion, 
however, is that the recommendation 
does imply showing a separate provi- 
sion to cover the write-down in the 
profit and loss statement. However, as 
the stock-in-trade is a current asset 
the English Companies Act of 1948 
does not require disclosure of the 
amount of the provision in either the 
profit or loss statement or the balance 
sheet, and the majority of companies 
do not publish more information than 
the minimum required by law. . 

The notion of showing the write- 
down to market as a separate item is 
considered by the American Institute 
of Accountants in so far as it suggests 
that “when substantial and unusual 
losses result from application of this 
rule it will frequently be desirable to 
disclose the amount of the loss in the 
income statement as a charge separ- 
ately identified from the consumed in- 
ventory costs described as cost of goods 
sold.” This suggestion applies to 
“substantial and unusual losses” only 
and here we have an important differ- 
ence between the British and the 
American recommendations. The In- 


18. “The Institute and Stock in Trade”, 
The Accountant, June 16, 1945, pp. 294-295. 
14. F.R.M. de Paula, “Accounting Prin- 
ciples”, The Accountant, January 25, 1947, 


p. 53 
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stitute of Chartered Accountants rm 
commends that a provision be made 
after the profit on the sale of the goods 
has been determined to cover the anti. 
cipated loss on the sale of the goods 
still on hand, while the American Insti. 
tute recommends that the excess of 
original cost over the replacement cost 
of the goods still on hand, apart from 
the substantial or unusual losses just 
mentioned, should be included in the 
cost of goods sold during the period. 

The recommendation of the Institute 
of Chartered Accountants in its adop 
tion of net realisable value as being the 
correct interpretation of market value 
rejected, on logical grounds, what had 
been the more common interpretation 
of market, namely “replacement cost”. 
Even though the Institute recommends 
that the concept of “net realisable 
value” be used it also includes the 
following statement in its recommends 
tion: “If the value of stock-in-trade is 
calculated by reference to replacement 
cost, it should be described in the 
balance sheet as being ‘at the lower of 
cost or replacement value’, but in no 
case should it exceed market value a 
described above.” This seems to me 
a weakening of its attitude, although 
the Council of the Institute may have 
considered that such a fundamental 
change - from the more commonly 
accepted idea of market value would 
be more readily accepted if a strong 
preference for it were shown, but at 
the same time allowing the other com 
cept to be used, providing its adoption 
was clearly indicated in the financial 
statements. 

The acceptance by the Committee on 
Accounting Procedures of the Ameti- 
can Institute of Accountants of market 
as meaning replacement cost, within 
certain limits, was not unanimous. 
When the bulletin was originally pub 
lished as Accounting Research Bulle 
tin No. 29, Messrs. Tilley, Peloubet, 
and Paton disagreed with the rest of 
the Committee on this point. In the 
revised Bulletin No. 43, Mr. Peloubet 
was the only one of the original dis 
senters who was still on the Committee 
and he again dissented on the same 
grounds. 


The Australian Accountant, June, 1966 
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(ther provisions of recommendations 

The remaining provisions of the 
recommendations of the three institutes 
are mainly in agreement. The Eng- 
ish, Canadian and American Institutes 
all recommend that the procedures 
adopted should be consistently applied, 
and the American and Canadian Bulle- 
tins add that where there is any change 
in method which is significant or has 
“s material effect on the profit and 
loss statement or balance sheet” full 
disclosure of the nature of the change 
7 the effect on income should be 

e. 

Agreement exists between the Ameri- 
aan Institute of Accountants and the 
Institute of Chartered Accountants in 
England and Wales as to the method 
of applying the cost-or-market rule to 
the inventory. Both institutes consider 
that the rule may be applied to each 
individual item of stock, to the major 
categories of stock or to the total in- 
ventory, although the American Insti- 
tute is more explicit regarding the con- 
ditions under which each method should 
be adopted. 

Mention is also made in the Ameri- 
tan and British recommendations of 
exceptional cases where it is permis- 
sible to value stocks at selling price, 
and also of the desirability of ‘making 
provision for any anticipated loss on 
the sale of any goods purchased for- 
ward in the same way as the antici- 
pated loss on the goods actually on 
hand has been taken into account. 


General acceptability of recommenda- 
tions 

The recommendations of the insti- 
tutes have not been accepted without 
question by all accountants, and cer- 
tinly have not always been approved 
ty persons other than accountants, such 
& economists. 

In England for instance, the view has 
ten put forward that the failure to 
illow for the added replacement cost 
of goods during a period of rising 
prices results in an impairment of real 
tapital The Council of the Institute 
of Chartered Accountants recognises 
this, but, in its Recommendation XII 
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on Rising Price Levels in Relation to 
Accounts, reasserts its position that 
profit or loss on trading is the differ- 
ence between the amount for which 
goods are sold and their historical cost 
including expenses of sale and delivery, 
and recommends that “any amount set 
aside to finance replacements (whether 
of fixed or current assets) at enhanced 
costs should not be treated as a pro- 
vision which must be made before 
profit for the year can be ascertained, 
but as a transfer to reserve.” 

This adherence to an original cost 
basis of accounting is not shared by 
the Taxation and Research Committee 
of the Association of Certified and 
Corporate Accountants, or the Re- 
search and Technical Committee of the 
Institute of Cost and Works Account- 
ants, which have both issued publica. 
tions dealing with accounting in periods 
of price level ehanges.’* 

A: system of measuring “real” profits 
rather than financial profits by match- 
ing revenues with the replacement cost 
of the goods sold has also been advo- 
cated by K. Lacey.’’ His thesis is that 
the present method of profit measure- 
ment, by its adherence to original cost, 
tends to accentuate the amplitude of 
the business cycle by overstating real 
profits and consequently making the 
already pessimistic outlook even more 
pessimistic during a period of depres- 
sion. An argument such as this has 
more force when being directed at a 
first-in—first-out or an average method 
of determining costs, than when dir- 
ected at a _ last-in—first-out method, 
but as mentioned earlier, the last-in— 
first-out method is very little used in 
England. 





15. Recommendations on Accounting Prin- 
ciples, XII, The Accountant, January 15, 1949, 
pp. 49-50. 

16. Association of Certified and Corporate 
Accountants, Taxation and rch Com- 
mittee, Accounting for Inflation; A Study 
of Techniques under Conditions of Changing 
Price Levels, (London: Gee and Co. Ltd., 
1952), and Institute of Cost and Works 
Accountants, The Accountancy of Changing 
Price Levels, (London: Gee and Co. Ltd., 
1952). 

17. K. Lacey, Profit Measurement and Price 
Chanaes (London: Sir Isaac Pitman and 
Sons Ltd., 1952). 
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A very similar argument was ad- 
vanced in 1924 by H. T. Warshow who 
advocated that, if inventory were 
valued on a “normal stock” method, 
then it would have a_ subconscious 
effect upon business policy and tend 
towards a stabilisation of the economy, 
as management would not be elated by 
“apparent profits” or depressed by 
“apparent losses.’’® 

The discussion on the bases of in- 
ventory valuation in America seems 
to have been mainly concerned with 
whether the last-in—first-out method 
is an acceptable basis of valuation in 
its own right, or whether it is merely 
a tax-saving device in periods of rising 
prices. From a study of the history 
of the development of this method there 
seems little doubt in my mind that it 
was originally adopted by many com- 
panies as a means of reducing the 
heavy tax burden, although some com- 
panies did adopt LIFo for purposes of 
income determination but did not use 
it for tax purposes,!® and that it was 
only later that the main arguments were 
advanced for its use as a means of 
approaching a “more realistic” profit 
figure as a result of the matching of 
current costs with current revenues. 


The American research bulletin has 
been criticised on the ground that in 
its recognition of the LIFo method of 
cost determination it has failed to re- 
cognise that an income statement based 
on LIFO cost is based upon a different 
concept of income from one based on 
FIFO or an average cost.”° During a 
period of rising costs income deter- 
mined on a FIFO basis, in addition to 
“realised” profits includes “inventory” 
profits on the stock in hand, while 
under LIFo there is a narrowing of the 
concept of profit to mean the profit 
available for distribution after capital, 


18. H. T. Warshow, “Inventory Valuation 
and the Business Cycle,” The Harvard Busi- 
ness Review, October 1924, pp. 17-34. 

19. H. T. MecAnly, “Case for Liro: It 
Realistically States Income and Is Applicable 
to any Business”, The Journal of Account- 
ancy. June 1953. p. 692. 

20. George O. May, “Comment on New 
Accounting Research Bulletins”, The Journal 
of Accountancy, November 1947, p.362. 
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in terms of “dollars of inventory jp. 
vestment”, has been maintained jp. 
tact. 

Economists, for the purposes of 
estinfating national income, wish t 
exclude inventory profits from business 
income and this provides additional 
arguments for those in favour of using 
a LIFO basis for costing inventories, 
LIFO being regarded as being about the 
most practical approximation to re 
placement cost. . 


Possibility of general agreement in the 
future 

As can be seen from the previow 
discussion there is no general agree 
ment as to the proper basis of value 
tion of inventories. There are advo 
cates for valuation at cost and for 
valuation at the “lower of cost or mar- 
ket”, and when you come to consider 
what “market” means you find advo 
cates for net realisable value, for cur- 
rent replacement cost, or for replace 
ment cost within certain specified 
limits as proposed by the American 
Institute of Accountants, and, again 
when you consider what “cost” means 
you find advocates for determining 
cost on a unit basis, on an average 
basis, on the basis of last-in—first-out, 
and advocates for excluding all over 
head expenses from inventory costs, 
of excluding all fixed charges from in 
ventory costs, of including charges with 
reference to an ideal of absorbing al 
charges at a “normal” level of activity, 
or for including all overhead expense 
in inventory costs irrespective of vol 
ume of activity achieved during the 
period. 

If any agreement is to be reached # 
to which of these many alternatives i 
to be regarded as the correct basis of 
valuation of inventories, agreement 
must first be reached as to the meal- 
ing of “income”. Agreement on the 
meaning of “income” is perhaps 
most fundamental problem facing the 
accounting world today, for from 
lack of agreement arise questions n0 
only of inventory valuation, but of the 
basis of depreciation charges, and in 
fact the whole question of accounting 
for price-level changes. 


The Australian Accountant, June, 196 
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THE CASE FOR 
REGISTRATION OF ACCOUNTANTS 


INTRODUCTION 


Registration of Accountants has been 
discussed in Victoria for many years; 
as long ago as 1899 an attempt to in- 
troduce it was made but this failed. 


Early in its first year the General 
Council of the Australian Society of 
Accountants adopted the principle of 
registration of all members of the pro- 
fssion as an important matter of 
plicy. In doing so the Council af- 
firmed a policy which had previously 
been adopted by the Commonwealth 
and the Federal Institutes of Account- 
ants. 


Registration on a Commonwealth 
basis would have been preferred, but 
as this was not possible it was decided 
to seek registration in the various 
States whenever there appeared to be 
reasonable prospects of obtaining the 
objective. A draft Bill for registra- 
tion of all accountants in public prac- 
tie and other qualified accountants 
had previously been prepared in col- 
laboration with the Victorian State 
Council of the Institute of Chartered 
Accountants in Australia and this was 
presented jointly, by representatives of 
the Institute and the Society, to repre- 
sentatives of all the parliamentary 
political parties. It was discussed at 
some length with the Attorney-General 
of the day who expressed approval and 
agreed to present it to Parliament; 
other political parties promised to give 
it favourable consideration. Unfor- 
tunately an early election prevented 
the Attorney-General from _ taking 
further action. 


Later the draft Bill was presented 
to the new Government in Victoria and 
the Premier recently announced that it 
would be placed before Parliament dur- 
ing the present session. Some altera- 
tions to the original draft Bill have 
been introduced by the Government, 
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but it is thought that members of the 
profession will have the opportunity to 
discuss these before the Bill goes to 
Parliament. 


Registration is sought as a means 
of protecting the public from untrained 
and inexperienced laymen, but it is 
also considered that it will improve the 
status of the profession through en- 
forcement of a code of ethics and the 
insistence on standards of competency 
for all registered accountants. 


The Government of Victoria is to 
be congratulated on the step which it 
has taken. It is hoped that the legis- 
lation may later serve as a pattern for 
other States. 


As members will be vitally interested 
in this matter a statement of the case 
for registration is presented for their 
information. 


G. E. FITZGERALD, President, 
Australian Society of Accountants. 


THE NEED FOR REGISTRATION 


The responsibilities of accountants 
have broadened, not only in scope, but 
in social significance. As each other 
professional service attained this posi- 
tion, the State found it necessary to 
impose educational and ethical stan- 
dards in the interests of the com- 
munity in general. The importance of 
the services of accountants now justi- 
fies similar legislative control and re- 
cognition. 

Registration of accountants is an 
accomplished fact in U.S.A., India, 
South Africa, New Zealand, and most 
European countries. In all these coun- 
tries the interests of the community 
are safeguarded by the provision of 
official means of distinguishing be- 
tween qualified accountants and other 
persons who offer to render account- 
ancy services. 
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Distinction between qualified and 
unqualified 


There is need for a ready means by 
which the public can distinguish be- 
tween the qualified and the unqualified 
accountant. The established account- 
ancy organisations have endeavoured 
over the years to increase the confi- 
dence of the business community in the 
employment of qualified accountants 
and auditors by admitting to their 
bodies only such persons who have 
passed satisfactory examinations in 
the theory and practice of accountancy, 
and by the prevention of illegal and 
dishonourable practices. This work is 
undermined by the advent of new 
bodies which freely offer membership 
to all and sundry, without any ade- 
quate test of competency. Since the 
consolidation of the profession in Aus- 
tralia, overseas bodies of little stand- 
ing have been distributing circulars in 


Australia offering qualifications with- - 


out examinations. Moreover, there has 
been nothing to prevent any untrained 
person from commencing to practise as 
a public accountant, or from holding 
himself out as qualified to accept a 
position involving technical accounting 
responsibilities. 


The problem was stated in the Eng- 
lish journal, The Director, in May, 
1954, as follows: 


How many directors can distinguish be 
tween an accountancy diploma obtained by 
special training and examination and a diploma 
obtained by payment of a fee? The answer is 
that unless a director has special knowledge 
of accountancy or is an accountant himself, 
he knows little about the merits of the differ- 
ent diplomas. This is regrettable since busi- 
ness should insist on employing only qualified 
accountants—those who are members of one 
of the societies of accountants recognised by 
statute. But how is the unfortunate executive 
to find his way in this maze of designatory 
letters accorded by different bodies? At best, 
the problem is confusing; at worst, it is cause 
for regret that the statutory provisions are 
not more specific. 


The most satisfactory way of safe- 
guarding the public from incompetent 
services is by providing it with an of- 
ficial register of qualified accountants. 
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Once this register is established, the 


public should be substantially free tp 
choose whether or not it will engage an 
accountant who has undergone a for. 
mal course of training. An exception 
to this general rule would be in re 
spect of classes of work involving legal 
responsibilities, such as the audit of 
the accounts of incorporated com. 
panies. 


It cannot be too strongly emphasised 
that registration is sought on the 
grounds of protecting the public from 
untrained and inexperienced laymen, 
and not as a device for creating a pro 
fessional monopoly. 


The need for distinguishing between 
the qualified and unqualified person has 
already been met to some degree by the 
Commonwealth and various State Gov- 
ernments through the registration of 
tax agents, trustees in bankruptcy, 
auditors of accounts of companies, muni- 
cipalities and friendly societies, and 
under the Commonwealth Life Insur. 
ance Act. Registration of the profes 
sion as a whole is a more rational ap 
proach to the problem than separate 
registers for particular purposes. 


Standards of training 


Special competence, acquired as the 
result of intellectual and _ specialised 
experience, is the characteristic feature 
of a profession. Future members of 
the profession will require more than 
ever an understanding of accountancy 
in relation to the economic life of the 
community. But there are at present 
no means by which the general nature 
of education and training can be ex 
tended. If the standards adopted by 
existing organisations are raised, there 
is nothing to prevent anyone from 
starting a new one. 


Minimum standards of education 
and training should be prescribed by 
an official authority, as in the cases of 
medical, legal, and other professions. 
Registration is the most practicable 
means of safeguarding the public 
against incompetence due to a lack of 
training, obsolete syllabuses, or i 
adequate examination requirements. 






The Australian Accountant, June, 1956. 
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ust FOR REGISTRATION 
Yaintenance of professional discipline 


Adherence to rules of professional 
enduct is not merely a domestic affair 
mong accountants; it has a social 
significance which may prove on oc- 
asion to be in conflict with the inter- 
ats or wishes of clients or principals. 
This development was particularly 
wticeable during the war in con- 
pxion with defence contracts, taxa- 
tion, and price control, and will be 
gwen more important in the future. 
tis referred to by the Cohen Commit- 
te on Company Law Amendment in 
the following terms: “Auditors use 
their influence to persuade directors to 
present their accounts in accordance 
with the principles laid down by the 
professional bodies to which they be- 
lng, but in the absence of statutory 
requirements they cannot over-ride the 
directors and in some cases may be 
deterred from pressing their views by 
fear of losing their position as audi- 
tors.””? 


The two established accountancy 
organisations have imposed on their 
members rules of conduct designed to 
safeguard the public and the profes- 
sion from undesirable practices. But 
accountants who are not members of 
one of these organisations are subject 
ono disciplinary control whatever. 


As in the case of educational stan- 
dards, no one accountancy body can lay 
down rules of conduct which will be 
observed throughout the profession. 
Registration is the only means by 
which proper control and adequate 
safeguards can be imposed in the in- 
rests of the community. 


THE NEED FOR REGISTRATION 
OF BOTH PRACTISING AND NON- 
PRACTISING ACCOUNTANTS 


In its initial stages, accountancy as a 
profession was largely composed of 
Practising accountants. Accountants 
low practise their profession in three 
main spheres: (a) in public practice, 
(b) as employees of business organisa- 
lions engaged in commerce and indus- 


1. H.M.S.0. Cmd. 6659, p. 54. 
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try, and (c) as employees of govern- 
ment and semi-government depart- 
ments and undertakings. A most pro- 
nounced trend in recent times has been 
the full-time employment of qualified 
accountants within industry and com- 
merce. In that capacity they have con- 
tributed materially to the development 
of accountancy practice, they have 
played an important part in the move- 
ment towards more informative ac- 
counts, and they have created one of 
management’s most effective tools of 
control. Similarly in the public ser- 
vices, the demand for qualified account- 
ants has greatly increased with the 
growing financial responsibilities of 
governments. Accountants in the civil 
services have made notable contribu- 
tions to the development of techniques 
for the control of finance and of public 
moneys. The emergence of the non- 
practising accountant as an integral 
part of the profession is acknowledged 
by Sir Harold G. Howitt, C.B.E., 
D.S.0., F.C.A., a former President of 
the Institute of Chartered Accountants 
in England and Wales, in these words: 
“T have felt it incumbent on me in any 
considered review of the profession to 
refer separately to the practising and 
the non-practising member. In truth, 
however, I regard the latter as an in- 
tegral part of the profession, and I 
hope they so regard themselves.’ 


The development of managerial and 
government accounting, and the great 
increase in the ratio of non-practising 
to practising accountants, clearly es- 
tablishes the need to register both sec- 
tions of the profession. This need was 
recognised in New Zealand, where both 
practising and non-practising account- 
ants were registered. It is the pro- 
cedure followed in the older profes- 
sions. No distinction, as far as regis- 
tration is concerned, is drawn between 
a doctor who practises on his own ac- 
count and a doctor exclusively em- 
ployed, for example, in a hospital or a 
department of health; or between a 
lawyer in practice and a lawyer en- 
gaged by a private firm or in the pub- 
lie service. 





2. The Accountant, 10 January, 1948, p. 25. 
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CASE FOR REGISTRATION 


There is a tendency to think of a 
code .of ethics in relation to the prac- 
tising members of the profession only. 
This largely results from the legal 
obligations of auditors to report to 
shareholders on the accounts of com- 
panies. In the faithful performance 
of this duty, the auditor may be 
brought into conflict with directors 
of companies who virtually determine 
his appointment. The  non-practis- 
ing accountant also assumes legal 
and social obligations likely to bring 
him into conflict with his employers. 
These may arise in connexion with 
duties as secretaries of companies and 
as public officers for purposes of taxa- 
tion and the compilation of statistical 
and financial statements for various 
government authorities, particularly in 
respect of taxation and price control.® 
In these respects, the non-practising 
accountant is not merely concerned 
with doing a job to the satisfaction of 
his employer. He is concerned also 


with doing that job in accordance with 
recognised standards of professional 


integrity. 

There is, moreover, a close relation- 
ship between the work of the practising 
and non-practising accountant. The 
former knows that he cannot insist on 
a greater improvement in published 
accounts than is required by the Com- 
panies Acts. The latter appreciates 
the assistance he can obtain from the 
practising accountant in respect of the 
design of accounts and on many highly 
technical aspects of accounting. Thus 
any general improvement in account- 
ing technique must either emanate 
from within an establishment itself or 
be effected with the closest co-opera- 
tion between the internal and external 
accountant. 

It is these developments which no 
doubt led one of the oldest institutes 
of practising accountants in the world, 
the Institute of Chartered Accountants 

in England and Wales, to elect non- 





3. See appendix for comments of Common- 
wealth Prices Commissioner, which apply 
equally to practising and non-practising 
accountants. 
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practising accountants to its Couneil 
Addressing a meeting of the Commit 
tee responsible for the preparation of 
the Statements on Accounting Prip. 
ciples issued by the Institute, a former 
President of that Institute, Mr. Gilbert 
D. Shepherd, said, on 26 November, 
1947: “When the Charter was granted 
on 11 May, 1880, the possibility thats 
large number of eminent chartered ae. 
countants might be engaged in com. 
merce and industry was not visualised, 
Our experience in the past five years 
has proved that these members are as 
keen as any others for the maintenance 
of the standards of the Institute 
and of the integrity of the profes 
sion. ...”* 


Attempts made to register only prac- 
tising accountants in England (twice), 
and in Victoria (twice), have failed 
because of protests from accountants 
not in practice. In view of the grow- 
ing importance of the work of non 
practising accountants as noted above, 
the justification for their participa 
tion in legislative protection is much 
greater today. 


FORM OF REGISTRATION 


Retention of existing institutions 


Until recently there were four bodies 
of accountants which had been in exis 
tence for many years. One of them 
was formed as far back as 1886 and 
another in 1894. Now there are two 
large organisations and a specialised 
body of cost accountants. Each body 
conducts examinations of its own, and 
so prescribes a standard of education for 
entry into the profession. As a result 
these bodies have over the years i- 
fluenced the standard of accounting 
knowledge in all States of Australia 

In more recent years, the universities 
of Australia have undertaken the 
teaching of accountancy. The wi 
versities are being encouraged to take 
an interest in accountancy, as they ate 
more adequately equipped to engage l 
research. Moreover, the universities 
can exercise a beneficial influence 





4. The 13 December, 1947, P 


382. 


Accountant, 
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cas FOR REGISTRATION 


the standard of accountancy knowledge 
in the community. 

And now the Education Department 
of Victoria and technical colleges of 
all States have become interested in 
the teaching of accountancy up to a 
standard which has justified the issue 
of a certificate or diploma on comple- 
tion of the course. 

With all these institutions conduct- 
ing independent examinations it is in- 
eitable that there should be wide 
variations in the scope of subjects and 
standards. As mentioned above there 
is an urgent need for some official de- 
termination on minimum standards of 
education and training which should 
be required of all persons wishing to 
practise the profession of accountancy. 
It is, however, an unwarranted dupli- 
cation of effort and waste of accumu- 
lated experience for any government 
to set up another examining body. In 
New South Wales the Public Account- 
ants Registration Board found the task 
too onerous, and last year made ar- 
rangements with the Chartered Insti- 
tute and the Australian Society to con- 
duct examinations on its behalf. 

The same ends can be achieved by 
establishing a registration authority 
with powers to determine minimum 
standards of competency and with 
powers to accept the examinations of 
such institutions as maintain or ex- 
ceed those standards. 

The medical profession in England 
was co-ordinated for the purpose of 
safeguarding the public in the manner 
now suggested. Prior to 1858, a quali- 
fication to enter the medical profession 
could be gained at one of numerous 
Wiversities, colleges, hospitals, and 
ancient corporations. The Medical 
Act of 1858 created the General Coun- 
til. of Medical Education and Regis- 
tration of the United Kingdom, usually 
known as the General Medical Council. 
This Council neither teaches nor ex- 
amines. Its function is to maintain a 
register and, in administering the 
powers conferred on it, it may enforce 
such minimum standards of education 
and examination as it pleases. But 
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there is nothing to prevent any ex- 
amining body from demanding more 
than the minimum standard. Thus is 
provided a means of attaining addi- 
tional distinction in the profession, 
such as a Doctorate of Medicine at a 
university or Fellowship of the Royal 
College of Surgeons.® 


It should be noted also that the 
Medical Acts and Legal Practitioners 
Acts of the various States do not set 
up additional examining bodies. They 
establish registers and vest appropri- 
ate authorities with powers to recog- 
nise university or other examinations. 


Registration of the profession in the 
manner suggested would give existing 
accountants a legislative status, would 
ensure that future accountants are 
adequately qualified to render efficient 
service to the public, and would estab- 
lish the legal machinery for controlling 
the conduct of a registered person. 
It would not, however, supersede the 
accountancy organisations in providing 
the services they extend to their mem- 
bers. In addition to the Act of Regis- 
tration, each of the older professions 
has an organisation which dissemin- 
ates professional knowledge and incul- 
cates sound practice. Such an organ- 
isation or organisations will need to be 
maintained for accountants. 


In order that the importance of the 
work of the professional bodies might 
be duly emphasised, the following list 
of activities of the various bodies is 
provided : 

Examination of candidates for entry into the 
profession and co-operation with universities, 
education departments, and technical colleges 
towards this end. 

Students’ societies. 

Maintenance of up-to-date libraries. 
Publication of monthly journals and other 
technical works (the journals are freely used 
by business enterprises). 

Courses of study in specialised phases of 
accountancy and encouragement of research in 
accountancy by lectures, periodical offers of 
prizes, and the organisation of discussion 
groups. 

Appointment of expert committees to study 


accounting standards and terminology. Pro- 
nouncements of similar committees of English 





5. See The Professions, by Carr-Saunders 
and Wilson, pp. 83-89. 


255 





CASE FOR REGISTRATION 


and American Institutes have had a profound 
influence on accounting practice in those 
countries and also in Australia. The Cohen 
Committee on Company Law Amendment com- 
mended the work of one of the cemmittees in 
England. 
Em ent 
students. 
The arrangement of accounting congresses at 
which technical papers can be presented and 
discussed. 

Sponsoring visits to Australia by eminent 
authorities on accountancy from overseas. 
Service to the community through assistance 
rendered to government departments and 
various commercial bodies on matters pertain- 
ing to accountancy and finance. 

The promotion of social relationships between 
members by meetings, luncheons, and lectures. 


registers for members and 


APPENDIX 


Extracts from address*® by Mr. M. E. 
McCarthy, Commonwealth Prices Com- 
missioner, delivered to members of the 
accountancy profession in Canberra: 


“It is at this point perhaps that I 
should elaborate my earlier inference 
that a few accountants are straining 
their professional consciences. It is 
my belief that it is part of an account- 
ant’s job to record the facts relating to 
a business in an orthodox and intel- 
lible way. Even before price control, 
many accountants were not doing that. 
They had, unfortunately for the pro- 
fession, succumbed to pressure from 
managements and were willing to pro- 
duce a set of documents which might 
fulfil legal requirements but which 
would conceal many of the facts that 





6. The Australian Accountant, July, 1945, pp. 
236, 237. 


the owners of the business—the share 
holders—should know. Ingenuity wa 
evidenced not in new methods of dis. 
closure, but in new methods of conceal. 
ment. The same ingenuity is in ey. 
dence today. In some cases departure 
from the orthodox has been influenced 
by an attempt to smother up price con. 
trol irregularities, but it is probable 
that the high rate of taxation has had 
an effect as well.” 


Mr. McCarthy then mentioned som 
specific irregularities used in attempts 
to mislead price control investigators, 
such as the undervaluation of stock, 
the shifting of expenses from the profit 
and loss account to the trading account, 
and the charging of capital expendi- 
ture against costs, for which, in his 
opinion, the accountant cannot escape 
a measure of responsibility. He con 
cluded, however, by saying: 

“I do not want to over-emphasise 
what might be called shortcomings of 
the accountancy profession or to hint 
that certain tendencies to degrade the 
profession are widespread. They are 
not. The accountants generally are 
doing a very fine job, in spite of the 
numerous calls on their time ani 
energy. When the Commissioner de 
cided to take the accountancy profes 
sion into partnership in order to rm 
price control, he made a very wise de 
cision—a decision he has no cause t0 
regret. At the same time, a little ir 
trospection does no harm, and it is a 
an accountant as well as a Price Con 
troller that I give expression to opil- 
ions based on a very interesting and 
instructive experience during the last 
five years.” 
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current problems discussed in overseas journals 


fraining for the profession 

In his inaugural lecture as Professor 
d¢@ Accounting in the University of 
Bristol, The Accountant, January 28 
and February 4, David Solomons attacks 
the present system of training char- 
tred accountants in England (i.e., 
based mainly on apprenticeship and 
correspondence tuition) as being in- 
adequate to needs of the profession and 
out of line with training for other pro- 
fessions. He believes that the trainee 
acountant should spend three years at 
a university studying for a degree 
based on economics, law and account- 
ing, to be followed by three years in a 
chartered accountant’s office. During 
the latter period there should be two 
months’ full time study each year at a 
professional training institution. 


Organisation for management 

An interesting account of the re- 
organisation of the General Electric 
(Co. of America is given by F. A. Cal- 
lay in The Accountants Journal, (Lon- 
don), February—The Organisation of 
the General Electric Company of 
America. The Company was reorgan- 
ised in 1953 on a departmental product 
basis, and the control of its operations 
was decentralised to simplify the prob- 
lems of central management. 


Accounting reports 

Annual Reports to Employees is the 
title of an article by John H. Myers in 
The New York Certified Public Ac- 
countant, February 1956, based on a 
study of some sixty reports in which 
he considers methods of presentation 
and the choice of data to present to 
employees. 
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Notes prepared by members of the 
teaching staff in the Department of 
Accounting, University of Melbourne 


The Accountants Journal, (London), 
February, contains a summary of The 
Financial Times analysis of the finan- 
cial results for 1955 of 3587 public 
companies in Britain. The analysis 
shows the use that can be made of the 
annual reports of the companies when 
sufficient detail is published. 


Electronic accounting 


In The Accountant, February 4 and 
11, J. M. Bennett and A. C. Baker dis- 
cuss some current misconceptions about 
commercial computers; for example, 
“punched cards have no place in an 
office of the future” and “at least two 
machines of each type will be required 
as a security against breakdown.” 


Integrated versus electronic data pro- 
cessing 


J. H. Pittenger, in the N.A.C.A. 
Bulletin, February, suggests that elec- 
tronic computers are too often given 
credit for savings which are in fact 
attributable to the integration of office 
processes which precedes an electronic 
installation. He recommends that the 
possibilities of cost savings through in- 
tegration be studied before considering 
the purchase of an electronic computer. 
He also refers to the heavy cost of pro- 
gramming an electronic operation, to 
be measured in man-years rather than 
man-weeks: this cost must be set off 
against savings before assessing the 
return on capital employed. 


Auditing 

The pronouncements of the Commit- 
tee on Auditing Procedure of the 
American Institute of Accounts are 
published, in serial form, in The New 
York Certified Public Accountant, 
November, 1955, to February, 1956. 
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CURRENT PROBLEMS 


Government budgeting 

E. W. Hurn, in the N.A.C.A. Bulle- 
tin, February, describes recent im- 
provements in budgeting for cost con- 
trol in the U.S. Navy. He refers very 
candidly to the “Achilles heel” of 
nearly all government budgets: they 
are based on past actual expenditure, 
and hence do not reveal existing inef- 
ficiencies. Moreover, they provide an 
incentive “to keep operating costs at 
a high level in order that future de- 
crease in the allocation may be ab- 
sorbed without hardship.” To over- 
come this, the U.S. Navy has started a 
work-measurement programme, and in- 
creasing use is being made of time- 
study standards in the formulation of 
Navy budgets. 


Management accounting 

In The Accountants Journal, (Lon- 
don), Feburary, M. Dugdale, Manage- 
ment Accounting—Allied Techniques, 
discusses the important parts which 
production planning, production con- 
trol and production engineering play 
in making management accounting 
really effective for control purposes. 


Project cost control 

Two complementary articles in the 
February issue of the N.A.C.A. Bulle- 
tin deal with control over engineering 
projects. 

D. G. Gray, Controlling Construction 
Outlay in a Power Company, deals 
mainly with budget and project ap- 
proval procedures, and refers only 
briefly to cost control. An interesting 
feature of the cost recording is that, at 
completion of a project, materials 
charged are checked in detail against 
field reports showing the number of 
units of property installed. 

M. C. Graning deals with the tech- 
nique, and psychology, of cost control 
over engineering design and develop- 
ment. He stresses the importance of 
simultaneously reviewing the technical 
and financial progress of a project: 
comparison of actual against scheduled 
expenditure is meaningful only in the 
light of actual against scheduled 
achievement. 
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Records management 

In the N.A.C.A. Bulletin, February, 
T. F. Lonergan gives a concise intro 
duction to the technique of records 
management: the systematic elimina- 
tion of unnecessary files and transfer 
of others to low-cost storage. 


Material cost control 

In the N.A.C.A. Bulletin, February, 
L. P. Brock writes on Keeping Watch 
over Purchased Materials Costs in the 
Small Plant. He regards control over 
materials on order as a vital feature, 
and keeps a continuous record of the 
value of materials on order for each 
job. 


Productivity measurement 


In the February issue of the 


N.A.C.A. Bulletin, L. W. Nelson takes 
up the method of productivity measure. 
ment described by Langenberg (“Cur- 
rent Problems”, November, 
385) and develops it further. 


1952, p. 


Direct costing 

Is Direct Costing the Answer to Bet- 
ter Management Accounting? asks 
P. M. Chiuminatto in the N.A.C.A. Bul 
letin, February. He concludes that 
direct costing has a place in most busi- 
nesses, but is not the answer to all 
problems and should not be used to the 
exclusion of other systems. 


Return on investment 


D. H. Lindsey, in the N.A.C.A. Bul 
letin, February, approaches rate-of- 
return analysis in two distinct steps. 
First, he computes the return on the 
total value of assets. This he calls the 
“operating return” of the business or 
division. Then he deals with the 
“financial factors” — taxation, use 
of outside funds — which cause 
the return to the owners to dif 
fer from the operating return. This 
leads to the anomaly, recognised by the 
author, that changes in trade debtors 
affect the operating return, whi 
changes in trade creditors (classified 
as “financial factors”) do not. How 
ever, the article is very helpful on the 
problems of allocation of asset values 
to the divisions of a company. 
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NEWS AND NOTES 








Australian Society of Accountants 


VICTORIAN DIVISION 


Demonstration of accounting equipment 

A lecture-demonstration of recent develop- 
ments in office machines and mechanical aids 
to accounting, was held at the Commonwealth 
Trading Bank of Australia on April 23. 

A demonstration of micro-filming equipment 
helped members to see the possibilities of this 
tehnique both in reducing storage space and 
in recording data in a readily available form. 

A variety of other mechanical aids were 
demonstrated including a proof machine, toto- 
meter, punched card installation, electronic 
cin counter, automatic cashier, coin scales, 
cin counting machine, shadoweight scales, 
note tying machine, offset duplicator, vari- 
typer and several accounting machines. 


Annual divine services 

Divine Services for members of the account- 
ing and secretarial professions were held on 
May 7. Mass was celebrated by the Reverend 
Father Durkin at St. Patrick’s Cathedral and 
Evensong was held in St. Paul’s Cathedral 
where the Reverend Canon T. W. Thomas 
gave the address. 


Mey luncheon 
The speaker at the May Luncheon was a 
Fellow of the Society, the Hon. A. G. Warner, 
ML.C., who spoke on Transport. As Minister 
for Transport in Victoria, Mr. Warner was 
able to give much information to members 
m railway finances. 
The General President, Mr. G. E. Fitzgerald, 
tanked Mr. Warner for his interesting 
Ss, 
Family circle discussion 
The May meeting of this group took the 
form of a discussion on the subject, What Do 
We Look for in Public Companies. Mr. A. 
McB. Fairfoul, Commercial Editor of the Mel- 
bourne Herald took the view of members of 
the public, who are asked to invest in new 
issues made by promoters and by established 
tmpanies. Mr. A. B. Mellor, a member of 
the committee of the Melbourne Stock Ex- 
e, told members of the way people 
are protected by the listing requirements of 
Exchange. 
Discussion took place and many interesting 
relating to companies listed on the Mel- 
e Stock Exchange were brought out. 
The following subjects will be discussed by 
group in the coming months: 
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Investigating a Business. 

Harvard Case Study Method of 
Developing Accounting Executives. 
August: Techniques of Cycle Billing. 


June: 
July: 


Mailing list for activities 

It is the policy of Divisional Council to in- 
form all members of major activities by cir- 
cular, but because of the cost involved this 
is not done for monthly luncheons or family 
circle discussions. 

Monthly luncheons are held regularly at 
the Victoria Ltd., Little Collins Street, Mel- 
bourne, on the second Tuesday of each month 
at 12.50 p.m. An excellent lunch at a cost 
of 6s. is provided and members hear a speaker 
usually on a topic other than accounting. 
Family circle discussions are held in the 
Chamber of Manufactures Meeting Room, 312 
Flinders Street, Melbourne, on the second 
Wednesday of each month at 5.45 p.m. A 
variety of subjects are dealt with, the usual 
procedure being for a speaker to introduce 
the subject and then for members to join in 
a discussion. The meetings are timed to 
close soon after 7 p.m. 


Election of office bearers 
At the first meeting of Divisional Council 
after the annual meeting of members, the 
following office bearers were re-elected: 
State President: Mr. V. L. Gole, F.A.S.A. 
State Vice-President: Mr. V. L. Solomon, 
F.A.S.A. 
Honorary Treasurer: Mr. J. Wallace Ross, 
F.A.S.A. 


Lecture series on economics 

Members will by now have received details 
of the series of lectures to be given at Nicholas 
Hall at 5.45 p.m. on the subject, Economic 
Problems of Australia. 

The lectures to be given by professors from 
the University of Melbourne will be held on 
21, 25 and 28 June. The first lecture will deal 
with national accounting, the second with the 
Australian monetary system and the third 
will be a study of the economy as it exists 
in Australia at present. The charge for the 
series to members will be £1 and to non-mem- 
bers £1 10s. 


Regional convention 

Plans are well advanced for a week-end 
convention to be held at Yallourn in August. 
The theme of the convention will be account- 
ing as applied to a large-scale enterprise, and 
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members will be conducted through at least 
one of the tremendous enterprises in the 
Latrobe Valley. Full details will be sent to 
all members some time before the convention. 


Personal 

Messrs. Fuller, King & Co., Chartered Ac- 
countants (Aust.), have admitted Messrs. H. 
C. Clegg, B.Com., of Melbourne, and E. J. 
Hibble, B.Ec., of Sydney, to partnership as 
from 1 January, 1956. 


Mr. J. K. M. Carroll, B.Com., A.C.A. (Aust.), 
has joined Mr. C. P. Fox, F.C.A. (Aust.), in 
practice at Carlow House, 289 Flinders Street, 
Melbourne. The practice will now be carried 
on under the firm name of Fox and Carroll. 


Messrs. H. Raitman, A.A.S.A., and N. Rait- 
man, B.Com., Chartered Accountant (Aust.), 
—— in partnership as H. & N. Raitman, 

ave removed their offices to Fourth floor, 108 
Queen Street, Melbourne; telephone MY 1748. 


Additions to Central Library, Melbourne 


Accountancy 

Carter’s advanced accounts, 8th ed., 1956: 
C. A. Reid, ed. 

The inventories, 1955: F. Staples. 

a course in bookkeeping, 1952: C. A. 
Reid. 

Productivity accounting, 1955: H. S. Davis. 

Standard expense center accounting manual, 
1954: National Retail Dry Goods Associa- 
tion, 

Standard handbook for accountants, 1956: 
J. K. Lasser. 


Machine accounting—electronic machines 
Administering a conversion to electronic ac- 
counting, 1955: H. F. Craig. 
Electronic data processing in industry, 1955: 
American Management Association. 


Costing 

Cost analysis procedures for newspaper pub- 
lishers, 1954: Institute of Newspaper 
Controllers and Finance Officers, New 
York. 

Costs of transport operation in Australia, 
1955: Australian Transport Advisory 
Council. 

Profit management and control, 1955: F. V. 
Gardner. 

Report of the working party on hospital 
costing, 1955: Great Britain, Ministry of 
Health. 

Standard costing, 1956: Institute of Char- 
tered Accountants in England and Wales. 

Auditing 

A case study on the extent of audit samples, 
1955: American Institute of Accountants. 

Fundamentals of auditing, 1954: R. K. 
Mautz. 

Business organisation and management 

The art of investment, 1955: A. G. Ellinger. 

Guide to business management, 1956: A. 
Donnelly. 

Industrial purchasing, 1955: J. H. Westing 
and I. V. Fine. 
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The management team, 1955: E. C. Burak 


ed. 

Modern sales control, 1955: A. W. Will 
more. 

Operations research for management, 1954: 
J. F. McCloskey and F. N. Trefethen. 


Tazation 
Income tax for the layman, 3rd ed. 1955: 
India, Central Board of Revenue. 


Law—companies, general 
Companies Act, 1934-52: 
Statutes, etc. 


Law—local government 
The local government handbook (Victoria), 
8rd ed., 1955: F. H. Lonie. 
Lectures 


Proceedings of the convention, Adelaide, 
1954: Australian Society of Accountants 


Canada, Laws, 


NEW SOUTH WALES DIVISION 


Tamworth convention 

The third week-end accounting convention 
was held at Tamworth on 13, 14 and 15 April. 
The convention was opened by the State Presi- 
dent, Mr. E. A. Cupit, at an informal recep- 
tion at Handley’s Ball Room on the Friday 
night, and Mr. J. Stack, A.A.S.A., welcomed 
the members from Sydney and other country 
centres. 


The convention was formally opened by the 
Deputy Mayor of Tamworth, Ald. R. A. Walsh, 
on the Saturday morning just before the first 
technical session. Three papers were prepared 
and issued to members prior to the convention: 
The Effect of Inflation on Accounting for 
Fixed Assets and Depreciation Policy, by Mr. 
E. S. Owens, F.A.S.A.; Developments in 
Management Accounting, by Mr. S. R. Brown, 
LL.B., F.A.S.A.; Some Practical Points in 
Private Company Taxation and Formation of 
Family Proprietary Companies, by Mr. R. L 
Bowra, LL.B., A.A.S.A. Each author pre 
sented only a summary of his lecture and 
members then formed groups to discuss the 
papers in detail. 

On Saturday afternoon members partici- 
pated in bowls and golf, and there was a 
inspection of Wheat Industries Pty. Ltd., and 
a tour of the surrounding district. The Coun- 
cil appreciates the support given to the thin 
week-end accounting convention by the 110 
members who attended and extends its thanks 
to the authors of the papers, to members who 
acted as group leaders (Messrs. M. R. Aggs 
T. H. Agnew, H. P. Conti, F. Farrah, R. P. 
Handley, W. P. Henson, N. B. Lewis, E. Masey, 
N. L. McKellar, H. W. Slater, A. G. Taggart 
and H. H. Walls), and group reporters 
(Messrs, A. C. Chambers, R. J. Chambers, 
D. A. Cook, C. K. Crichton, F. Farrah, C. A 
Griffith, C. L. Heaton, D. B. Lewis, H. 6. 
Magaard, R. V. Musgrave, D. R. Rickard and 
B. L. Stevenson). 


A vote of thanks was passed to the mem- 
bers resident in Tamworth, particularly 
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NEWS AND NOTES 


Messrs. J. Stack and F. L. R. Dane, for the 
administrative work undertaken by them. A 
limited number of the three papers presented 
are available at 7s. 6d. 


Wollongong convention 

The next accounting convention will be held 
at Wollongong on 9, 10 and 11 November. 
Further details will be published at an early 
date. Please note the dates now. 


Members’ luncheon 

Mr. W. I. Miskoe, ens Director of 
lincoln Electric (Aust.) Pty. Ltd., was the 
guest speaker at the members’ luncheon on 
Wednesday, 18 April. The subject of his 
address was Management’s Responsibility to 
Wage Payments. He said he wished to dis- 
mss something that is not merely an ideal 
ut a plan which is successfully in operation 
in Australia and in many large organisations 
throughout the United States. He discussed 
job evaluation as the basis on which he be- 
lieved a sane, intelligent and honest wage 
structure could be developed that would mean 
much to the Australian worker, and he pointed 
out a number of anomalies which exist under 
various wages awards that are in operation. 
A vote of thanks to the guest speaker was 
moved by Mr. H. R. Irving. 


Canberra branch 
The following office-bearers have been re- 
wpointed for the ensuing twelve months: 
Chairman, Mr. R. C. West; Vice-Chairman, 
Mr. R. R. Gray. 


Wollongong branch 

At the April meeting of the Branch Council, 
the following office bearers were elected: 
Chairman; Mr. T. R. Hansen, Deputy Chair- 
man, Mr. A. C. Chambers. 


Coming events 
21 June: Financing a Business Enterprise— 
Lecture. 
29 June: Financing a Business Enterprise— 
Lecture. 
22 July: Financing a Business Enterprise— 
Lecture. 
18 July: Members’ luncheon, Trocadero. 
19 July: Financing a Business Enterprise— 
ture. 
Some Aspects of Taxation—Series 
of four lectures. 
Accounting Convention—Wollon- 
gong. 


Personal 

Mr. E. C. Gifford, F.A.S.A., has been ap- 
Winted Assistant Manager of the Common- 
vwalth Trading Bank in Brisbane. 

On 7 May 1956 the office address of Mr. S. R. 
Heaton, A.A.S.A., was changed to 15-17 Young 
Steet, Sydney. The telephone numbers re- 
tain unchanged at BU 4916-7. 

Mr. W. L. Boorman, F.A.S.A., is now in 
= practice at 62 Cumberland Street, Cess- 


August: 
November: 
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Messrs. L. A. Little and K. D. Marshall state 
that as from 1 May, 1956, their practice which 
was previously carried on at 21 Macquarie 
Place, Sydney, was removed to Record Cham- 
bers, 77 Castlereagh Street, Sydney. 

Mr. George F. Travis, A.A.S.A., has re- 
moved his office from 12 Castlereagh Street 
to 22 Hunter Street, Sydney. The telephone 
numbers, BW 1525 and WM 3428, remain un- 
changed. 

Mr. L. F. Abrahams, Dip. Com., F.C.LS., 
has been appointed Secretary of the Account- 
ants and Secretaries Professional Officers As- 
sociation of New South Wales. He succeeds 
Mr. M. G. Rose who resigned recently. Mr. 
Abrahams’ address is Orchards Pty. Ltd., 399 
Pitt Street, Sydney. 


QUEENSLAND DIVISION 


Annual meeting 

The annual meeting of members of the 
Queensland Division was held in the Chamber 
of Manufactures Conference Room, Brisbane, 
on Wednesday, 28 March. The State Presi- 
dent, Mr. John Devitt, presided. 

Mr. Devitt presented the report of the Divi- 
sional Council for the year 1955 and said he 
felt the text of the report would indicate the 
extent of the activities held during the year, 
and he took the opportunity of expressing 
to members the appreciation of the Divisional 
Council of the support given by members to 
the various activities arranged by the Council. 
He said it was important to the Society as 
a whole that members recognised their respon- 
sibility to take part in the Society’s activities. 

Mr. E. N. Heindorff, supporting the motion 
for the adoption of the report, referred 
generally to the progress made by the Divi- 
sion, and spoke particularly of the work under- 
taken by Branch Councils in Toowoomba, 
Rockhampton and Townsville to further the 
interests and welfare of members resident in 
the larger provincial cities throughout the 
State. 

Mr. M. R. Allen also supported the motion 
and said he wished to commend the State 
Registrar and his staff for the courteous and 
efficient manner in which they had attended 
to the requirements of members and students 
throughout the year. 

A ballot having been necessary to determine 
the four members to be elected to the Divi- 
sional Council to fill vacancies caused by re- 
tirement, the Returning Officer tabled the re- 
port of the scrutineers that the ballot had 
resulted in the re-election of the four retiring 
Councillors, Messrs. J. H. Devitt, J. England, 
G. H. Nelson and C. D. Wrigley. 

Mr. L. T. N. Crawford, F.A.S.A., the retiring 
Auditor of the Division, was also re-elected. 


Office-bearers for 1956 

At a meeting of the Divisional Council held 
after the annual meeting of the Division, Mr. 
John Devitt was re-elected State President, 
Mr. R. F. Butt, Vice-President, and Mr. W. T. 
Reid, Honorary Treasurer. 
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Educational group 

The April activity of this group was held 
on 12 April, in the Oddfellows’ Hall, Brisbane, 
where a large audience listened with interest 
to a paper delivered by Mr. J. G. Orr, A.A.S.A., 
on Monthly Financial Statements. After pre- 
sentation of the paper a general discussion 
added greatly to the success of the eae. 
Mr. Orr then summed up the discussion. e 
was accorded a vote of thanks on the motion 
of the Chairman, Mr. R. A. McInnes. 


Library 
The following books have been added to 
the Divisional library in Brisbane: 
Branch accounts, C. A. Reid, 1954; 
Seventh convention proceedings, N.Z. Society 
of Accountants, 1955; 
Index to the Victorian Companies Acts, T. 
H. Green; 
The accountant’s place in tax practice, 
American Institute of Accountants; 
Standard handbook for accountants, J. K. 
Lasser. 


Company law standing committee 

The Council of the Queensland Division of 
the Society has joined with the following 
organisations to form a Company Legislation 
Standing Committee in Queensland: Institute 
of Chartered Accountants in Australia; Char- 
tered Institute of Secretaries; Queensland Law 
Society; Brisbane Chamber of Commerce; 
Queensland Chamber of Manufactures; and 
Brisbane Stock Exchange. 

The Bar Assocation is also considering ap- 
pointing delegates to the Standing Committee. 

The objects of the Committee cover the 
co-ordination of activities of various pro- 
fessional and commercial organisations con- 
cerned with research into company law, pro- 
vision of facilities for obtaining information 
dealing with company legislation of other 
states and countries, and making representa- 
tions to the Queensland Government on any 
aspect of company legislation in Australia. 

The Society’s delegates to this joint com- 
mittee are Messrs. John Devitt and J. L. 
Amies, and each would at all times appreciate 
any view on this important subject which 
members might care to submit for considera- 
tion by the Standing Committee. 


General Council meetings 

To mark the occasion of the meetings of 
General Council of the Society which this year 
were held in Brisbane from April 30 to 
May 3, the Divisional Council arranged a 
number of activities in which members in the 
metropolitan area participated. 


Endowed lecture—University of Queensland 
This was held on the Monday night, April 
30, in the Public Lecture Theatre of the Uni- 
versity at St. Lucia. Mr. Edmund A. Burley, 
A.A.S.A., F.C.LS., a Director of Berlei Ltd. 
of Sydney, delivered a lecture entitled The 
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Place and Functions of Accounting in Manage 
ment. 

Dr. O. S. Hirshfeld, Chancellor of the Uni. 
versity, presided. Mr. R. Lane, Acting Dean 
of the Faculty of Commerce and Economic, 
moved a vote of thanks to the lecturer, and 
he was supported by Mr. C. W. Andersen, 
General Registrar of the Society. 


Technical session 


This session was held in the Teachers’ Con- 
ference Hall, when an address was delivered 
by Mr. L. C. Voumard, B.A., LL.B., A.AS.A, 
on the subject of No-Par-Value Shares. Mr 
John Devitt, State President, presided. 

Mr. Voumard is a solicitor in Melbourne 
and Senior Lecturer in Law at the Royal 
Melbourne Technical College. He presented 
a most valuable paper which raised the ques- 
tion whether shares of no-par-value should 
be accepted in Australia. 

Mr. C. R. Hicking, F.A.S.A., of Sydney, 
Past General President of the Society, and 
Mr. K. A. Allen, A.A.S.A., of Brisbane, gave 
commentaries on the address, which added 
greatly to the value of the session. Mr. G, E. 
Fitzgerald, General President, moved a vote 
of thanks to Mr. Voumard. 


Annual meeting of members 


This was held at Finney’s Auditorium, 
Adelaide Street, on Wednesday, 2 May, when 
Queensland members had the opportunity of 
meeting Mr. G. E. Fitzgerald, General Presi- 
dent, and all members of the General! Council. 

Mr. Fitzgerald presided and a toast list 
followed the formal business, interspersed 
with musical items by Mr. Skuse. 

The oer of honour was the Hon. Mr. 
Justice Matthews and there were present re 
presentatives of kindred institutes and ass 
ciations, and of commercial, financial, educa 
tional and business interests as well as 
press. 

The Hon. Mr. Justice Matthews in propos 
ing the toast of the Society complimented the 
Society on the progress achieved since amalga- 
mation. The General President, Mr. G. E. 
Fitzgerald, responded and gave members an 
outline of the steps taken at the recent 
meetings of General Council to further the 
interests of members. 

Mr. J. G. Cooper proposed a toast to the 
guests. Mr. L. H. Butts (President of the 
Law Council of Australia) and Mr. R. Beard- 
more (Vice-President of the Australian Insti- 
tute of Management) responded. 


Lord Mayor’s reception 


To mark the occasion of the visit to Bris 
bane of members of the General Couneil of 
the Society the Lord Mayor of Brisbane, 
Alderman T. R. Groom, received the 
President, General Councillors, members of 
the Divisional Council and representative 
citizens at his reception room on Monday, 
April 30. 
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pwisional Council luncheon 

fo enable all members of the General 
(uncil to meet members of the Divisional 
(wncil in Queensland and representatives of 
der organisations, a buffet luncheon was 
yd at the Hotel Carlton on Tuesday, May 1. 


fwwoomba convention 


The first convention held by the Society in 
land was arranged by the Educational 
(mmittee in conjunction with the Toowoomba 
fanch, and held in Toowoomba from Friday, 
ipl 27, to Sunday, April 29. The dates 
wre arranged to precede the meetings in 
frsane of the General Council of the Society. 
fis enabled a number of General Councillors 
» attend the convention and the Committee 
ns pleased to welcome Mr. G. E. Fitzgerald, 
(neral President, and Messrs. C. R. Hicking. 
R$. Sharp, G. Brodrick and C. W. Andersen 
(eneral Registrar). Messrs. J. H. Devitt 
m R. F. Butt, Queensland members of the 

General Council, were also present. 

On the Friday night at the Kiosk in Queen’s 
fark the opening session was presided over 
ty the State President, Mr. John Devitt, who 
wicomed all members. The Mayor of Too- 
ywomba, Alderman M. R. Anderson, also 
atended a welcome and the General Presi- 
dat, Mr. G. E. Fitzgerald, spoke on behalf 
a General Council. The meeting then took 
te form of a social evening. 

On the Saturday and Sunday the following 
tehnieal sessions were held: 

Mr. G. E. Fitzgerald, General President of 
the Society, delivered the first paper on Long 
Range Budgeting. A commentary was given 
y Mr. L. K. Adams of the Commonwealth 
Tmding Bank. Mr. R. F. Butt presided. 

On Saturday evening Mr. A. Donnelly de- 

a paper on the subject, Simplification 
¢ Accounting Procedures, with a commentary 

y Mr. J. G. Orr. At this session the Branch 
(airman, Mr. R. E. Ross, presided. 

The third paper was delivered on the Sunday 
mrming when Dr. H. F. Craig of W. D. 
kott & Company spoke on the subject, Formu- 
ition of Pricing Policies, with a commentary 
by Mr. M. E. Underwood of Toowoomba. The 
Sate President, Mr. John Devitt, presided at 
this session. 

In closing the convention, Mr. Devitt voiced 

opinion of all present that the first con- 
vation had proved most successful and on 
half of the Divisional Council he extended 
tvote of thanks to all those who had assisted 
nits organisation and conduct. 


SOUTH AUSTRALIAN DIVISION 


Exhibition of accounting machines 

The Commonwealth Trading Bank is arrang- 
ing a demonstration of business equipment 
and accounting machines in Adelaide on the 
evenings of 25 and 26 September. Members 
of the Society have been invited to attend. 
It is felt that the demonstration will be of 
considerable interest to members, and indi- 
— notification will be forwarded late in 
uly. 


Lecture series 

Arrangements have been completed for a 
series of lectures by Dr. A. W. Meadows, M.A. 
(Melb.), Ph.D. (Lond.), Senior Lecturer in 
Psychology in the University of Adelaide, to 
be given at the South Australian School of 
Mines and Industries on 6, 13, and 20 July at 
5.30 p.m. The charge to members will be 
£1 11s. 6d. for the series. Notification of 
this function will be given to all members. 


Annual golf match 

The annual golf match between the Society 
and the Institute of Chartered Accountants 
in Australia will be held at the Royal Ade- 
laide Golf Club on Wednesday, 13 June, 1956. 


Port Pirie convention 

The Divisional Council is pleased with the 
response received from city and country 
members, particularly from Port Pirie and 
Whyalla, to the invitation to attend the con- 
vention at Port Pirie from 25 to 27 May. A 
full report on the convention will appear in 
the next issue. The Australian President, 
Mr. G. E. Fitzgerald, will be present and will 
speak at the domestic forum on The Regis- 
tration of Accountants. 

Other speakers at the Convention will be: 
Direct Costing: Messrs. R. H. Harding, Alex. 
Moffatt and F. R. Harris; Domestic Forum: 
Registration of Accountants, Messrs. G. F. 
George and L. H. Duncan; Higher Educational 
Entrance Requirements, Messrs. R. J. Humby 
O. L. Wilson and L. A. Braddock; Additional 
Services and Finance, Messrs. J. A. Keenan, 
G. R. Kerr and C. L. Hargrave; The Effect 
of Inflation on Company Finances, Messrs. 
R. L. Mathews, M. G. Kennedy and G. F. 
Seaman. 


Personal 

Mr. S. J. Blamey, A.A.S.A., of the Shell 
Company of Australia Limited has been trans- 
ferred to Western Australia as Branch 
Manager of the company. 

Mr. F. E. G. Edwards, F.A.S.A., recently 
left Adelaide for an extended visit overseas. 
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PROFESSIONAL 
NOTICES 


Rate per line, 5/-; 


COUNTRY PRACTICE FOR SALE—in 
growing town near Sydney. Excellent offices 
in modern building. All necessary equipment 
available if required. Annual gross fees ap- 
proximately £3,750. Capable practitioner 
would expand considerably. Extended change- 
over period available to purchaser. Reply 
to No. 212, c/o Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


ACCOUNTANCY PARTNERSHIP wanted 
by member of Society, Chartered Secretary 
and Local Government Auditor. Two years 
Taxation Department Assessor. Number of 
years as chief administrative officer in Local 
Government. Enquiries to “Manus,” c/o Aus- 
tralian Society of Accountants, 5 Bligh Street, 
Sydney. 


POSITION AVAILABLE—Melbourne firm 
of Chartered Accountants require experienced 
senior clerk to manage country branch in 
North-Western Victoria. Good opportunity 
for partnership or successful applicant may 
later purchase branch outright. Ring MU 2267. 


PURCHASE OF PRACTICE—Chartered 
Accountants having recently obtained posses- 
sion of a larger suite of offices within the 
Golden Mile to provide for their normal ex- 
pansion, must, to make full use of the suite, 
purchase the clientele of an established fellow 
oo Rply to Box 1768Q, G.P.O., Mel- 

ourne. 


minimum per insertion, 15/-. 


ASSISTANT ACCOUNTANT—Woollen 
Assistant to Chief Accountant, newly qu 
or about to qualify, required to assist 
Financial, Budgetary and Cost Account 
Initiative essential, experience desirable 
generous for right man. Ring Mr. 

JA 4157, Eagley Mills, Oxford Street, 
wood, Vic. 


ASSISTANT STATE REGISTRAR, 
Victorian Division 

Australian Society of Accountants.) 
Written applications setting forth 
experience and qualifications are invite 
appointment as Assistant Registrar in| 
toria. Duties will be to assist the § 
Registrar in the administration of the 
sion. q 
A liberal salary appropriate to the qual 
tions and experience of the successful app 
will be paid. 
Applications close 30th June, 1956, with: 

The State Registrar, 

Australian Society of Accountants, 

37 Queen Street, 

Melbourne, C.1. 


TRAVELLING AUDITOR—Services® 
qualified accountant required. Must be 
and willing to travel to capital cities th 
out Australia. Excellent salary and oppor 
ties for advancement. Sound pension,” 
assurance and savings plans available. 4 
in writing, giving full details of qualificati 
to: R. W. Herring, Personnel Officer, Vae 
Oil Company Pty. Ltd., 29 Market & 
Melbourne. 


4 
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ACCOUNTANCY CLASSES 


Thorough instruction by highly qualified 
lecturers. 


Full range of subjects for Society’s Exam- 
inations. 


Stott’s Busiriess College 
96 Russell Street, 


Melbourne, C.1. MF 5231. 








Agents throughout Commonwealth and 
Zealand. Also in London and New 


Cable & Telegraphic a ae 
“JEFFSTOCK,” ME 


Telephone: MU 9171 (3 wala 


Eric R. Jeffery | 


Member of the Stock Exchange of Melb 


Stock Exchange Buildings (Basement) | 
422-426 Little Collins Street, Melb., Ch" 








The Australian Accountant, June, 








ne 


